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The Committee on Oversight and Government Reform, to whom
was referred the bill (H.R. 5714) to restore the financial solvency
and improve the governance of the United States Postal Service in
order to ensure the efficient and affordable nationwide delivery of
mail, and for other purposes, having considered the same, report
favorably thereon without amendment and recommend that the bill
do pass.
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COMMITTEE STATEMENT AND VIEWS
PURPOSE AND SUMMARY

H.R. 5714, the Postal Service Reform Act of 2016 (PSRA), would
restore the solvency of the United States Postal Service and ensure
the efficient and affordable nation-wide delivery of mail. To accom-
plish these goals, the legislation would make significant reforms in
retiree health care, delivery efficiency, governance, innovation, and
accounting.

BACKGROUND AND NEED FOR LEGISLATION

Background

The United States Postal Service traces its beginning to July 26,
1775 when the Second Continental Congress created “a line of
posts” under the administration of a Postmaster General of the
“United Colonies.” ! In the more than 200 years since it was found-
ed, the Postal Service’s mission has been largely unchanged: “to
bind the Nation together through the personal, educational, lit-
erary, and business correspondence of the people.”2 To help fulfill
this responsibility, the agency has also been granted two federal
monopolies: one on First-Class Mail and a second on access to the
mailbox.3

For almost one hundred years, from 1872 to 1970, the agency
was organized as the cabinet-level Post Office Department (POD),
postage rates were set by federal statute, and the agency was par-
tially subsidized with federal tax dollars. As a result, the POD was
dependent on both political management and the appropriations
process, even as the challenges of delivering mail to a growing na-
tion became more and more complex. By 1970, the nation’s postal
infrastructure was crumbling and in March of that year, postal
strikes broke out across the nation.* Eventually, more than 150,000
POD employees joined these strikes in protesting low wages and
unsafe working conditions. The strikes accelerated work on legisla-
tion already in progress to overhaul the nation’s postal system.>

On August 12, 1970, President Richard Nixon signed the Postal
Reorganization Act (PRA) into law, just months after the two-week
strike ended.6 This law transformed the POD into an independent
establishment of the executive branch called the United States
Postal Service. The PRA eliminated direct political control of the
Postal Service, and required the new entity to be self-funding by
the time taxpayer subsidies phased out 10 years after the bill’s en-
actment. The PRA granted postal employees the right to bargain
collectively and granted the Postal Service access to credit through
the U.S. Department of the Treasury so it would have the ability
to invest in long-term infrastructure projects. The PRA also created

1U.S. Postal Serv., The History of the United States Postal Service, available at https://
about.usps.com [ publications /publ00/publ00_001.htm.

239 U.S.C. §101(a).

318 U.S.C. §§1693-1699, 1725 and 39 U.S.C. § 601-06.

4President’s Comm’n. on Postal Organization, Towards Postal Excellence (June 1968), avail-
able at http:/ | hdl.handle.net /2027 | mdp.39015078700625.

5U.S. Postal Serv. Office of Inspector Gen., The Postal Strike of 1970, available at https://
www.uspsoig.gov | blog | postal-strike-1970.

6 Postal Reorganization Act, Pub. L. No. 91-375 (1970).



3

the Postal Rate Commission to regulate the Postal Service and ap-
prove the Postal Service’s rate proposals.

Following enactment of the PRA, the Postal Service improved
postal working conditions and upgraded the agency’s infrastruc-
ture. However, the PRA included insufficient incentives for the
Postal Service to become more efficient and cost-effective over the
long-term, as Postmasters General could simply request rate in-
creases if revenue was insufficient.

By the early 2000s, the spread of the Internet threatened the
long-term solvency of the Postal Service as communications and
other transactions were increasingly conducted in electronic for-
mats. Although mail volume had risen for nearly 200 years, by
2003, long-term projections began to show that the growth of the
Internet could significantly reduce future mail volume.

Further, the Postal Service did not have the resources to meet
rising retiree health care costs in a time of diminishing mail vol-
umes. While the Postal Service set aside funds necessary to pay the
full projected costs of employee pensions, the Postal Service had
never set aside the funds necessary to pay the full costs of retiree
health care benefits. Instead, these costs were paid as they became
due and the Postal Service began to accrue a large unfunded liabil-
ity for the cost of retiree health care it was projected to be unable
to meet.

After nearly a decade of debate, the Postal Accountability and
Enhancement Act (PAEA) was enacted into law in 2006 to address
these challenges. The legislation required the Postal Service to
begin paying down its largest unfunded liability, retiree health
care, through annual installment payments over 50 years.

PAEA made other changes to postal governance. For example, in
place of the negotiated rate system, PAEA instituted a postage rate
cap intended to force the agency to eliminate unnecessary costs.

Under PAEA, the Postal Service improved the efficiency of its op-
erations, including reducing its workforce by 203,000 career em-
ployees between 2006 and 2015. However, these efficiency gains
have not been enough to offset steep decreases in mail volumes.
Shortly after PAEA was enacted, the Great Recession contributed
to steep drops in mail volumes. Mail volume dropped by nearly five
percent in 2008, and by another almost 13 percent in 2009—a vir-
tually unprecedented one-year decline. Since 2006, the total volume
of mail handled by the Postal Service has declined by more than
28 percent.” Unfunded liabilities have also continued to grow, and
these trends have placed the Postal Service in a precarious finan-
cial position. The agency posted a net loss of $5.1 billion in fiscal
year 2015.8 Over these last nine years, the Postal Service has lost
a combined $56.8 billion.® Even without a statutory requirement to
prefund accrued retiree health care costs, the agency would still
have lost $10.8 billion. As of September 30, 2015, the Postal Serv-
ice also faced unfunded liabilities that are projected to cost more

7U.S. Postal Serv., A decade of facts and figures, available at hitps:/ /about.usps.com /who-
we-are [ postal-facts | decade- -of-facts-and-figures.htm (last visited Sept. 29, 2016).

8U.S. Postal Serv., 2015 Report on Form 10-K, available at hitp: / | about. usps.com [ who-we-
are/financials | 10k- reports/fy2015 pdf (last visited Sept. 29, 2016).

91d. and U.S. Postal Serv., 2011 Report on Form 10-K, available at hitp:/ /about.usps.com/
who-we-are | financials [ 10k- reports /fy2011 .pdf (last visited Sept. 29, 2016).
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than $125 billion—nearly double the agency’s revenue of $69 bil-
lion.10

The Postal Service Reform Act of 2016

H.R. 5714, the Postal Service Reform Act (PSRA), is the product
of more than a year of bipartisan negotiations and is designed to
put the Postal Service on a path to fiscal stability. The bill includes
a wide array of reforms that will provide measured financial relief
to the agency, improve operations, enable cost-cutting, provide en-
hanced benefits to postal customers, and promote enhanced sta-
bility in postage rates in the near-term. While making these re-
forms, the bill protects: the agency’s vital role as a tool for private
commerce; the agency’s utility for rural, low-income, and older
Americans; and the benefits postal workers have earned during
their careers. Critically, it also protects American taxpayers from
being forced to bail out the agency at a potential cost of $100 bil-
lion, or provide a reinstituted annual operating subsidy.

Even if PSRA legislation is enacted, the Postal Service will still
be faced with $75 billion in unfunded liabilities and is likely to face
continued declines in mail volume. However, the legislation will
make critical adjustments in the Postal Service’s operations and re-
tiree health care benefits that are essential to ensuring that it con-
tinues as a self-funding agency.

The following sections discuss the rationale behind key reforms
included in the legislation.

Title I—Postal Service Benefits Reform

Health care reform

Like most civilian federal agencies, the Postal Service currently
provides health care benefits to its employees through the Federal
Employees Health Benefits Program (FEHB). Managed by the Of-
fice of Personnel Management (OPM), FEHB currently offers en-
rollees the choice of more than 200 individual health insurance
plans. Under this program, the Postal Service pays roughly three-
quarters of the premium costs for plans chosen by postal employ-
ees, as well as eligible postal retirees.11

Through fiscal year 2016, the Postal Service is responsible for
paying both active and retiree health care premiums on a “pay-as-
you-go” basis and, since 2006, the Postal Service has also been
statutorily required to prefund accrued liabilities for retiree health
care. This mandate was included in PAEA, which required that by
September 30, 2056, the Postal Service fully prefund its retiree
health care liability just as the agency is required to prefund pen-
sion obligations.!2 Under PAEA, payments to prefund the retiree
health care liability were to average approximately $5.6 billion per
year over the first ten years after the enactment of PAEA, and

10 Laying Out the Reality of the United States Postal Service: Hearing Before the S. Comm.
On Homeland Security and Governmental Affairs, 114th Cong. (Jan. 21, 2016) (statement of Lori
Rectanus, Dir., Physical Infrastructure, U.S. Gov’t. Accountability Office), available at http://
www.gao.gov [ assets | 680/ 674728.pdf.

11 Postal retirees are eligible to retain FEHB coverage in retirement if the individual had been
an FEHB enrollee for five consecutive years before retirement and if the retiree is eligible for
an annuity immediately upon retirement. See Office of Personnel Mgmt., Frequently Asked Ques-
tions: Continuing FEHB Coverage into Retirement, available at https://www.opm.gov/faqs/
topic/insure | 2cid=880bfba8-8f8b-4e64-9a72-fae98408fd0e.

12Postal Accountability and Enhancement Act, Pub. L. No. 109-435 § 803 (2006).
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these funds were to be deposited into the Postal Service Retiree
Health Benefits Funds (PSRHBF).

Under PAEA, beginning in fiscal year 2017, the Postal Service
will no longer be required to make “pay-as-you-go” payments for re-
tiree health care premiums and it will no longer be required to
make a specified prefunding payment. Instead, the premium pay-
ments will be drawn from the PSRHBF and the Postal Service will
be responsible for making an annual normal cost payment to the
fund equal to the amount of the new liability added to the fund in
each year. The Postal Service will also be required to make an am-
ortization payment to address the remaining existing unfunded li-
ability.

While PAEA sought to address the problem of long-term retiree
health care costs, the legislation did not anticipate the significant
and likely permanent decline in mail volume that began almost im-
mediately after the enactment of the bill. As a result of these
trends, the Postal Service has been unable to make most of the
statutorily specified payments to prefund accrued liabilities for re-
tiree health care costs. Currently, the agency faces $54 billion in
unfunded retiree health care costs—the agency’s single largest out-
standing liability—and one worth nearly 80 percent of the agency’s
annual income.

The PSRA would address this issue by reforming the Postal Serv-
ice’s health care benefits system for both current and retired em-
ployees. Specifically, the bill would create a new Postal Service
Health Benefits Program (PSHB), which would operate within the
framework of FEHB and be required to provide actuarially equiva-
lent coverage compared to FEHB. Unlike FEHB, the PSHB would
be open only to postal employees and retirees and would constitute
a separate risk pool within FEHB.

Importantly, postal employees and annuitants would not be
forced to change their carrier or plan type once the PSHB is set
up. Under the bill, if a current enrollee’s carrier offers the same
plan type in the PSHB, that enrollee will be required to sign up
for coverage within the PSHB (although not necessarily for the
same plan type or with the same carrier) and will no longer be eli-
gible for enrollment in the rest of FEHB. If the current enrollee’s
carrier does not offer the same plan type in the PSHB, the enrollee
will be allowed to remain in FEHB. However, if the enrollee elects
to change plans, or if the enrollee’s current plan is discontinued,
the enrollee will be able to choose only those plans in the PSHB.

Postal employees who are enrolled in FEHB at the time of their
retirement will be required to enroll in a PSHB plan as part of the
transition to retirement. However, both employees and annuitants
are exempt from the requirement to enroll in the PSHB if they re-
side in an area where there is no PSHB plan available.

Under this bill, employees will be allowed to retain their current
carriers and plan types if they choose to do so, but they will likely
be required to purchase that coverage through the PSHB instead
of the FEHB.

Additionally, the bill would require postal employees and retirees
eligible for Medicare Part A and B enrollment to enroll in those
programs in order to remain eligible for PSHB (or FEHB) coverage
in retirement. Rather than requiring postal employees and retirees
to enroll in individual Part D plans, the legislation directs PSHB
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%llans to offer Part D benefits through an Employer Group Waiver
an.

While approximately three-quarters of eligible postal employees
and retirees enroll in both Medicare Parts A and B upon reaching
eligibility age, the remainder of postal employees and retirees do
not enroll. As a result, this bill will result in a one-time addition
of approximately 83,000 individuals to the Medicare rolls, roughly
:cihe ril:glmber of individuals who enroll in Medicare every eight

ays.

To minimize the overall impact of the Medicare-related changes
on postal employees and retirees, the legislation makes a number
of accommodations. First, the bill would automatically deem indi-
viduals who would need to enroll in Medicare Part A or Part B as
enrolled in order to minimize the actions necessary for impacted in-
dividuals to retain PSHB coverage. The bill also waives the late en-
rollment penalty for those who will be enrolled in Medicare Parts
A and B as a result of the bill. Finally, for those who would other-
wise be subject to a late enrollment penalty, the legislation creates
a three-year phase-in period for Part B premiums. Under this
phase-in period, during the first year of the PSHB, the Postal Serv-
ice will pay for 75 percent of the Part B premiums for those who
enroll as a result of the bill, 50 percent of the premiums in the sec-
ond year, and 25 percent of the premiums in the third year. The
Postal Service estimates that paying these premiums will cost $250
million over the life of the program and supports the provision.14

Overall, the Postal Service estimates the creation of the PSHB
and the enrollment of all retirees in Medicare Parts A and B will
save the agency $3 billion annually. The majority of these savings
will come from improved integration with Medicare and the result-
ing decrease in the Postal Service’s unfunded liability for retiree
health care. An analysis prepared for the Postal Service and shared
with the Committee estimates that the health care reforms con-
tained in this bill will reduce the Postal Service’s unfunded retiree
health care liability to approximately $400 million from its current
level of $54 billion.15

These changes will also address an inequity the Postal Service
currently faces with Medicare. In 1983, as part of a wider Medicare
reform, the Postal Service and its employees were required to begin
paying the Medicare payroll tax. Over the last 33 years, the Postal
Service and its employees have paid $29 billion in Medicare taxes
into the Medicare Part A Trust Fund.l® Importantly, this figure
does not take into account interest or inflation, making the current
dollar total contribution much higher. Despite these contributions,
the Postal Service is at a relative disadvantage compared to private
sector companies. This is because private sector companies can re-
quire their retirees to fully enroll in Medicare in order to receive
any additional health care benefits in retirement, but the Postal

13Dan Diamond, 10,000 People Are Now Enrolling in Medicare Every Day, FORBES, Jul. 13,
2015,  http:/ /www.forbes.com [ sites/dandiamond /2015/07/ 13/ aging-in-america-10000-people-
enroll-in-medicare-every-day/ .

14E-mail from Ronald A. Stroman, Deputy Postmaster General, U.S. Postal Serv. to H. Comm.
on Oversight & Gov’t. Reform Minority Staff (June. 8, 2016, 12:57 p.m.) (on file with Com-
mittee).

15 Memorandum from Adam Reese, Tom Rand, and Sanjit Puri to Postal Management, Retiree
Health Benefits (Aug. 14, 2015).

16 E-mail from Sheila T. Meyers, Manager, Gov’t. Liaison, U.S. Postal Serv. to H. Comm. on
Oversight & Gov’t. Reform Majority Staff (Apr. 28, 2016, 9:48 a.m.) (on file with Committee).
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Service cannot require its retirees to enroll in Medicare. As a re-
sult, the agency is forced to contribute billions to Medicare for
which it receives no benefit if its employees and retirees do not en-
roll in Medicare. By requiring full enrollment in Medicare going
forward, the Postal Service will no longer be forced to provide a
subsidy to Medicare and will be able to address its retiree health
care costs like a private sector business.

Without the reforms included in this bill, the Postal Service’s re-
tiree health care liability will continue to grow and the Postal Serv-
ice will have no options for meeting this liability. It will continue
to face this liability while also facing urgent unmet infrastructure
needs and $70 billion in other unfunded liabilities. Without the re-
tiree health care reforms in the PSRA, the Postal Service will al-
most certainly be unable to pay out all of the benefits it has prom-
ised to retirees over the next several decades, and if the Postal
Service cannot pay, the result will almost certainly be an open-
gnded multi-billion-dollar annual taxpayer bailout of the Postal

ervice.

Pension reform

H.R. 5714 would make two technical improvements to ensure the
appropriate funding of the Postal Service’s Civil Service Retirement
System (CSRS) and Federal Employees Retirement System (FERS)
pension liabilities. The first change would require that both CSRS
and FERS Postal Service liabilities be calculated on the basis of
factors specific to the Postal Service, rather than on the basis of
the demographic and economic assumptions used to calculate the
liabilities for the entire federal government.

The second change would create a system to allow the Postal
Service to access surplus funding, should it exist, in either its
CSRS or FERS accounts. Under current law, if the Postal Service
is found to be underfunded in either pension system, it is required
to make annual amortization payments to make up for the shortfall
within a period of 30 years for FERS and a slightly shorter period
for CSRS, as the now-legacy pension program phases out. To ac-
count for possible surpluses, the PSRA will direct the Office of Per-
sonnel Management (OPM) to treat shortfalls and surpluses in the
same manner. The status of funding will be calculated on an an-
nual basis and if a shortfall is found, the Postal Service will have
to make an amortization payment to OPM. If a surplus is found,
OPM will make an amortization payment to the Postal Service.

While these pension reforms are important to ensure accurate
and fair accounting of the Postal Service’s liabilities, they will have
little short-term impact. As of the close of fiscal year 2015, the
Postal Service had a net pension deficit of $24.1 billion, and these
reforms are not expected to significantly alter the value of that def-
icit.17

Title II—Postal Service Operations Reform

Governance reform

The governing body of the Postal Service is the Board of Gov-
ernors, which plays a similar role for the Postal Service as a board

17 Supra note 8.
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of directors does for a publicly held corporation. Under current law,
the Board of Governors is comprised of 11 members, which include
nine Governors, the Postmaster General, and the Deputy Post-
master General. The President, with the advice and consent of the
Senate, appoints the Governors. The Governors are responsible for
appointing the Postmaster General and the Deputy Postmaster
General.

Currently, eight of the nine Governor positions are vacant, and
the only remaining Governor’s term is set to expire in December
2016. While timely confirmation of Governor nominees has become
difficult in recent years, even those confirmed as Governors in the
past often failed to meet the statutory requirements for Governors
set forth in title 39.18

The PSRA would adjust that structure to make it easier to have
a fully functioning Board. The bill would reduce the number of
Governors to five from nine. The bill would also amend the duties
of the Postmaster General to allow him or her to carry out the
power of the Postal Service, although the power ultimately remains
vested in the Board. As a result, the Postmaster General would be
authorized to carry out day-to-day operations of the Postal Service
while still subject to the overall supervision of the Board. In addi-
tion, these reforms ensure that vacancies on the Board of Gov-
ernors do not impair the powers of the Board, which is permitted
to act upon majority vote of the Board.

The PSRA would also make small alterations in the eligibility re-
quirements for appointees to the Board of Governors. The current
statutory requirement that at least three Governors be “chosen
solely on the basis of their demonstrated ability in managing orga-
nizations or corporations (in either the public or private sector)
that employs at least 50,000 employees” will be altered to an iden-
tical requirement, but will cite organizations of at least 10,000 em-
ployees instead of 50,000. The current provision overly limits the
number of eligible individuals to a very small pool. It is the hope
and intent of the Committee that this change will encourage future
Presidents to nominate more individuals with experience in man-
aging large organizations.

The PSRA would also change the process for funding the negotia-
tions of international postage rates for letters and small parcels.
Currently, these rates are governed by a treaty developed at the
Universal Postal Union, a United Nations organization. While the
U.S. Department of State (State) is responsible for negotiating on
behalf of the United States at the Universal Postal Union, the
Postal Service provides full reimbursement for the costs incurred
by State for these negotiations. However, by statute, the State De-
partment is required to represent all American interests when ne-
gotiating a treaty, including those of the government, the Postal
Service, and the private sector (including private providers of post-
al services). Given this requirement, the Postal Service’s subsidiza-
tion of State’s negotiations at the Universal Postal Union creates
the appearance of a conflict of interest.1® To eliminate this appear-
ance, the PSRA modifies the payment structure to require the Post-
al Regulatory Commission (PRC) to approve the reimbursement

1839 U.
1939 U

[219))

.C. §202(a)(1).
C. §407(b)(2).
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sought by the State Department. This change will help ensure that
the Postal Service has the same level of consultation authority
granted to private providers of international delivery and postal
services.

In addition, the PSRA also clarifies and confirms the PRC’s au-
thorities to oversee the Postal Service’s compliance with its service
standards. Specifically, the bill clarifies the PRC’s authority to levy
fines against the Postal Service, payable to the U.S. Treasury, for
deliberate noncompliance with the provisions of title 39, including
noncompliance with the service standards established by the Postal
Service itself. This provision of the bill helps ensure that the PRC
has the proper disciplinary authorities to enforce compliance by the
Postal Service.

Secure mail delivery

The primary cost savings measure included in the bill is found
in the provisions related to delivery mode conversion. Specifically,
the bill would require mandatory conversion of eligible business ad-
dresses to a more cost effective and secure centralized mode of de-
livery. The legislation also authorizes a program to voluntarily con-
vert residential addresses to centralized delivery.

According to the most recent U.S. Government Accountability Of-
fice (GAO) report on the topic of delivery mode conversions, the
Postal Service reported that its estimated average annual costs for
Fiscal Year 2012 varied significantly by mode of delivery.2° Accord-
ing to the Postal Service’s reported figures, the average cost to de-
liver to each type of delivery point is as follows:

e Door delivery address: approximately $380 per year;

e Curbside delivery address: approximately $240 per year;

e Centralized delivery address: approximately $170 per
year.21

The GAO report identified certain limitations in the underlying
data used to formulate these estimates: “[The estimates] rely on
data from a 1994 USPS study. In lieu of current data, USPS ad-
justed the 1994 data according to increases in the Consumer Price
Index—an adjustment that may not have been the same as
changes in USPS delivery costs [. . .1.”22 Therefore, the bill re-
quires that the Postal Service conduct a new study to ensure that
accurate data is used to assess cost savings from delivery point
conversions.

Currently, in the United States 41 percent of mail delivery is
made to curbside boxes, 30 percent of mail delivery is made to cen-
tralized delivery locations, and 28 percent of mail delivery is made
to the door.23 The number of door delivery points declined by
308,000 from 2008 to 2013, while curbside delivery points increased
by 1.4 million and centralized delivery points increased by 4.5 mil-
lion.2¢ These shifts primarily reflect the construction of new deliv-
ery points over this period. While the Postal Service has been suc-
cessful in providing centralized delivery service to most new ad-

20U.S. Gov’t Accountability Office, U.S. Postal Serv.: Delivery Mode Conversions Could Yield
Large Savings, but More Current Data Are Needed (May 2014) (GAO-14-444).
21]d.

22]d.
23]d.
24]d.
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dresses in recent years, there has been little effort to convert exist-
ing addresses.

The Postal Service can likely realize savings by transitioning to
a more efficient delivery mode. In its report on delivery methods,
GAO noted that the Postal Service has taken the position that
“since the original [1994] study was conducted, [the Postal Service]
has adopted work rules that disproportionately increase the cost of
door delivery,” thereby making the difference in cost between deliv-
ery modes even more significant.25

The Committee also sees an important advantage for the con-
sumer in expanding cluster box unit (CBU) delivery. Today, outside
of CBUs, few mailboxes are secured and most mailboxes can accom-
modate only small packages. As a result, many packages are sim-
ply left unsecured near a door if the resident is not home at the
time of delivery, putting them at risk of being stolen. Postal Serv-
ice-approved CBUs meet stringent security requirements and con-
tain secure parcel lockers as well as secure mail receptacles for in-
dividual addresses. When a customer served by a CBU receives a
parcel that is too big for their mail receptacle (which itself is large
enough to hold a side loading Postal Service Medium Flat Rate
Box), their letter carrier will place a key to an attached parcel lock-
er in the mail receptacle which the customer can use to open a
larger parcel locker attached to the CBU. This ensures that parcels
are kept in secure locations until they are retrieved by their in-
tended recipients. In fact, the U.S. Postal Inspection Service, which
is responsible for investigating mail theft, provides guidance on
their website for protecting mail from thieves. The guidance lists
a number of ways to protect mail from thieves, one of which is:
“Consult with your local Postmaster for the most up-to-date regula-
tions on mailboxes, including the availability of locked centralized
or curbside boxes.” 26 A secure clusterbox will give postal customers
greater peace of mind that high-value packages, such as medication
and electronics, will be safely delivered to them through the mail.

The Committee recognizes that shifting to secure, centralized de-
livery may not be feasible for some addresses, but it would produce
savings and value for some customers. The PSRA would direct the
Postal Service to determine which door delivery points among both
business and residential addresses are suitable for conversion to
centralized delivery. The Postal Service would be required to con-
vert business addresses deemed suitable to conversion to a more
cost-effective mode of delivery over a period of five years, with cen-
tralized delivery as the preferred option. The Postal Service would
also be directed to pursue voluntary conversions of residential ad-
dresses based on the number of addresses that opt for conversion
in any given area. Both provisions are included in order to produce
much-needed savings for the Postal Service while still maintaining
its universal service obligation.

The PSRA outlines a process for the Postal Service to identify
and offer conversions to residential addresses, but ultimately it is
the Postal Service’s ability to demonstrate the value to customers
that will enable substantial conversions that will pay for them-

25]d.

26 Protecting Your Mail, U.S. Postal Inspection Service, available at hittps://
postalinspectors.uspis.gov | investigations | MailFraud / fraudschemes | mailtheft | TipThieves.aspx
(last visited Aug. 18, 2016).
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selves almost immediately. Given the importance of outreach to in-
duce voluntary conversions, the Postal Service cannot rely solely on
local outreach to achieve maximum returns. The Postal Service is
already engaged in a national advertising campaign on the value
of the mail and can incorporate this new opportunity into that cam-
paign by focusing on the benefits of conversion to consumers. For
example, in addition to highlighting the security benefits of conver-
sions to CBUs, outreach could focus on the reduced environmental
impact of delivery to centralized delivery points, as conversions
allow the Postal Service to shorten delivery routes and take vehi-
cles off the road.

Centralized delivery also offers a number of advantages to the
Postal Service. Not only does centralized delivery offer immediate
cost savings from reduced work hours for delivery, conversions to
centralized delivery also enable one vehicle stop for multiple ad-
dresses, resulting in savings on fuel and wear and tear on delivery
vehicles. Other cost savings could result from reductions in work-
ers’ compensation claims. According to a report by GAO, the Post
Service’s data “indicate that most injuries that occurred from 2009
through 2012 on mail delivery routes were caused by falls and dog
bites.” 27 Presumably, the risk of falling lessens as the amount of
walking required for delivery decreases, and the risk of dog bites
lessens by minimizing the requirement to approach a home.

Postal rate modernization

The reforms in PAEA reconstituted the Postal Rate Commission
as the current Postal Regulatory Commission (PRC) and required
it to establish a modern system for regulating rates and classes for
the Postal Service’s market-dominant products. This system was
required to cap rate increases by the percentage increase in the
Consumer Price Index for All Urban Consumers (CPI-U). Under
this system, the Postal Service has the authority to set market-
dominant rates, but in order for the rates to go into effect, the PRC
must certify that they are consistent with the rate system require-
ments. Prior to the enactment of the PAEA, the ratemaking system
was adversarial and the Postal Rate Commission was the final ar-
biter of specific rates.

The regulation of market-dominant rates is essential because of
the Postal Service’s mail monopoly. The CPI cap has been a valu-
able component of the PAEA rate system. It has created stability
and predictability of postal rates and, more importantly, the infla-
tion-based price cap has simulated the effect of competition and
forced the Postal Service to minimize costs while maintaining serv-
ice. This was a positive step forward from the former system of
cost-based pricing in which rates were based largely on the costs
incurred and there was little pressure to reduce costs and increase
efficiencies.

To help ensure the rate system is flexible over time, the PAEA
required the PRC to conduct a comprehensive review of the rate
setting system in its entirety ten years after it was enacted. This
review will start in December 2016. The review is statutorily re-
quired to evaluate whether the rate system is achieving a list of

27Gov’t Accountability Office, U.S. Postal Service: Information on Workforce Injuries Arising
During Mail Delivery (Sept. 26, 2013) (GAO-13-847R), available at http:/ /www.gao.gov | assets/
660/658174.pdf.
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nine objectives, while taking into account a list of 14 factors. The
PSRA adds four new factors to the list:

1. The reliability of delivery timelines and the extent to
which the Postal Service is meeting its service standard obliga-
tions;

2. The need to ensure that the Postal Service has adequate
revenues and has taken appropriate cost-cutting measures to
maintain financial stability and meet all legal obligations;

3. The extent to which the Postal Service has taken actions
to increase its efficiency and reduce its costs; and

4. The importance of stability and predictability of rates to
ratepayers.

The PSRA also makes slight adjustments to the objectives and
factors. The adjustments to the objectives language emphasizes en-
suring predictability and stability in rates to enable business users
and the general public to account for rate adjustments in their
budget planning. The language also increases emphasis on the pro-
vision of high-quality service and delivery standards so that mail-
ers can be certain that their mail will reach its destination by a
specific date. Revised language also identifies the importance of ap-
propriate levels of transparency when the Postal Service assigns
expenditures to institutional costs.

The new language also requires that negotiated service agree-
ments improve the net financial position of the Postal Service and
do not cause unreasonable disruption to the marketplace.

The legislation also changes access to nonprofit mailing rates.
Currently, national and state political committees receive the pref-
erential rates available to nonprofit organizations. Given that the
Postal Service must operate solely from its own revenues, it is not
justifiable to ask ratepayers to subsidize political activity. The
PSRA would repeal subsection (e) of section 3626 of title 39 to
render national and state political committees ineligible for non-
profit rates.

The PSRA also seeks to streamline the Postal Service’s ability to
secure Negotiated Service Agreements (NSAs) for its competitive
products. As a result of PAEA, the Postal Service has been able to
negotiate agreements that give individual companies reduced rates
in exchange for guaranteed volume or better preparation for proc-
essing. While NSAs can be valuable tools, the current statutory
framework can result in delays in the approval of even the most
basic agreements. The PSRA would allow the PRC to conduct after-
the-fact review of functionally equivalent NSAs and allow function-
ally equivalent NSAs to be reviewed as a group to ensure they
meet the dual requirements of covering their attributable costs and
improving the net financial position of the Postal Service. This re-
form will enable the Postal Service to offer “on-the-spot” NSAs for
competitive products if they are similar to existing NSAs.

Nonpostal services

The PSRA would not allow the Postal Service to engage in any
new commercial activities. The bill would allow the Postal Service
to provide some nonpostal services on behalf of state, local, and
tribal entities. Under current law, the Postal Service is allowed to
partner with federal agencies to provide services on behalf of those
agencies. For example, the Postal Service has an arrangement with
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the U.S. Department of State under which it accepts passport ap-
plications at post offices. The Postal Service’s revenues exceed the
costs of providing this service, and the Department of State is able
to accept applications at thousands of locations across the country
without having to invest in physical infrastructure or personnel.
The PSRA would authorize the Postal Service to partner in a simi-
lar manner with state, local, or tribal government entities to pro-
vide services to consumers.

Products and services authorized under this section of the PSRA
would be required to be non-commercial in nature, thus preventing
unfair competition with the private sector. Any products or services
offered by the Postal Service under this new authorization would
be required to enhance value to the public, not interfere with or de-
tract from the value of postal services, and provide a reasonable
contribution to Postal Service overhead costs by covering at least
100 percent of their attributable costs. To ensure transparency and
an opportunity for stakeholder input, the Postal Service would be
required to publish its business plans for products and services it
proposes to offer under this new authority and to allow for public
comment. A majority of the presidentially-appointed Postal Service
Governors would be required to approve any new product and serv-
ice by a publicly recorded vote before it could be offered.

The PSRA enhances the Postal Service’s ability to generate rev-
enue by offering nonpostal endeavors that are appropriately pur-
sued by a federal government entity. It also grandfathers in those
specific products and services approved as a result of PAEA. Impor-
tantly, the Committee’s decision not to allow the Postal Service to
offer banking or Internet services recognizes the Postal Service’s
unique status as an establishment of the federal government. As a
federal agency, the Postal Service enjoys a number of benefits the
private sector does not. These benefits include exemptions from in-
come and property tax, the ability to exercise eminent domain,
preferential borrowing access, and implicit taxpayer backing in the
event of a default. Fair competition issues would arise if the Postal
Service is permitted to leverage its property and assets—including
property received for free from the federal government when the
Postal Service was created in 1971—to compete in areas served by
the private sector.

Exigent rate increase

Title II allows the Postal Service to increase postal rates for mar-
ket-dominant products by 2.15 percent, or 1 cent for a First-Class
stamp. The 2.15 percent increase is half of the temporary rate sur-
charge, referred to as the “exigent rate increase,” that ended on
April 10, 2016. This one-time rate increase is designed to put the
Postal Service in a better financial position going into the PRC rate
review that will begin in December 2016. The inclusion of a provi-
sion authorizing a rate increase in the PSRA does not indicate that
Congress should set postal rates. Instead, the rate increase is in-
tended to allow the Postal Service to implement much needed cost-
savings initiatives and capital investments aimed at realizing cost
savings over the long term. The financial challenges created by
mail volume losses should not be met by raising prices but rather
by cutting costs. This is why PSRA allows only a minimal rate in-
crease and ties that increase to the Postal Service’s implementation
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of measures that will increase efficiency and cut costs to support
financial stability in the long term.

Completion of initial PRC rate review

Title II would require the PRC to complete its full review of the
market-dominant rate system by January 1, 2018. The inclusion of
a hard deadline for the completion of the review will enable af-
fected parties to plan accordingly.

PRC Cost attribution study

The PRC’s standard for reviewing the Postal Service’s cost meas-
urement methodology is based on attribution methodologies stem-
ming from the Postal Reorganization Act of 1970.28 The makeup of
the Postal Service’s product volumes has changed significantly
since these methodologies were originally put in place.29 Although
it is difficult to quantify all of the effects of changes in product
classes from 1970 through today, the substantial growth in package
volume is unmistakable.

The FY 1972 annual report provides a review of the volumes of
specific product classes, making some comparisons with current
product classes possible.3? In FY 1972, the products that would
later be classified as competitive products (packages and priority
mail) made up approximately 12.5 percent of the Postal Service’s
total revenue.3! The percentage of total Postal Service revenues
comprised by competitive products remained relatively stagnant for
the next three decades. In FY 2006, these products comprised ap-
proximately 11.8 percent of total revenue.32 However, since FY
2006, the percentage of total postal revenue comprised by competi-
tive products has nearly doubled. In FY 2015, revenue derived from
competitive products made up nearly 22 percent of the Postal Serv-
ice’s total revenue.33

The incredible growth in competitive products volume and rev-
enue in recent years has created a new environment in which pack-
ages are more likely to be a major driver in the Postal Service’s
business decisions. In fact, Postmaster General Megan Brennan
testified before the Committee: “package volume has grown by
more than 1 billion packages in the last three years. In FY 2015,
[the Postal Service] delivered one-third of all domestic packages in
the United States.”3* She confirmed that “Continued innovation
and growth in our package business is essential to our ability to

28“Section 3633(a)(2) requires that each competitive product cover its attributable costs,
which, in section 3631(b), are defined as the ‘direct and indirect postal costs attributable to such
product through reliably identified causal relationships.” This standard codifies the Commis-
sion’s long-standing method of attribution under the Postal Reorganization Act. For purposes
of initially implementing regulations pursuant to section 3633, the Commission intends to em-
ploy this long-established attribution method to determine compliance with section 3633(a)(2).”
Postal Regulatory Commission, Order No. 26, Order Proposing Regulations to Establish a Sys-
tem of Ratemaking, Docket No. 2007-1, Aug. 15, 2007, at 67-68, available at htip://
www.pre.gov /docs 57 /57348 | RM2007-1FINAL.pdf.

29]d

307.S. Postal Serv., Annual Report of the Postmaster General (FY 1972), at 26 [hereinafter
“FY 1972 Annual Report”].

31Includes $653.1 million in revenue for Parcels (zone rate) and $348.3 million in revenue for
Priority Mail. The FY 1972 Total revenue was $7,996.7 million. Id.

32 Includes $5,042.5 million in revenue for Priority Mail, $2,259.0 million in revenue for Pack-
age Services, and $918.1 million in revenue for Express Mail. Total revenue for FY 2006 was
$69,144.0 million. U.S. Postal Serv., 2007 Audited Financial Statements (FY 2007), at 45, avail-
able at http:/ | about.usps.com |who-we-are /financials | 10k-reports | fy2007.pdf.

33 Sétpra note 8.

4]1d.
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provide universal postal service to the American people as First-
Class Mail continues to decline.” 35

Given the growth in the Postal Service’s competitive product
sales and the accompanying shift toward competitive product in-
vestments instead of monopoly product investments, the PSRA re-
quires the PRC to re-examine the methodologies used to calculate
costs and to allocate costs between attributable costs and institu-
tional costs, as well as between competitive and monopoly products
to ensure they are the most accurate methodologies available.
While the current methodologies may still be appropriate, they
were created at a time when competitive products and their associ-
ated regulations did not exist and when package delivery and pri-
ority mail were effectively small side operations at the Postal Serv-
ice rather than key drivers of operational decision-making. The
PRC’s study will re-evaluate these underlying methodologies to en-
sure that they are the most effective measure for understanding
costs and whether the appropriate data collection, calculations, and
methodologies are used to determine which portion of the business
or products bear the associated costs.

If the PRC determines that current methodologies are not the
most accurate for determining which portion of the business and
which products and services bear associated costs, the PRC will
specify how the Postal Service should more accurately measure the
costs of competitive and market-dominant products. However, noth-
ing in this title shall be used to imply that the current costing at-
tribution or costing allocation guidelines are incorrect or correct; in-
stead, that determination is left to the PRC.

T1TLE III—POSTAL SERVICE PERSONNEL

Postal Service Chief Innovation Officer

Among its provisions, Title III would create in statute the posi-
tion of Chief Innovation Officer (CIO) at the Postal Service. The
goal of this provision is to ensure there is a position within the
Postal Service whose sole function is to spearhead innovation and
change in an effort to grow the agency’s revenue. Given increased
competition from the Internet and from other advertising media,
the agency must develop postal product offerings that meet chang-
ing customer needs and increase profits for the agency. Impor-
tantly, however, the CIO does not have the authority to expand the
Postal Service’s product offerings in any non-postal lines of busi-
ness beyond those currently offered by the Postal Service or author-
ized in the PSRA.

Inspector General of the Postal Community

As the third largest office of inspector general (OIG) in the fed-
eral government, the Postal Service OIG has more than 1,100 Full
Time Equivalent employees and an annual budget of almost $250
million.36 Unlike other Inspectors General leading offices of com-
parable size, the position of Postal Service Inspector General does
not require presidential appointment or Senate confirmation. In

35 Supra note 10.

36J.S. Postal Serv. Office of Inspector Gen., Congressional Budget Justification FY 2017,
available at https:/ [www.uspsoig.gov/ sites | default | files | document-library-files /| 2016 /
FY%202017%20Congressional%20Justification.pdf.
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fact, the Postal Service OIG is currently the largest OIG not head-
ed by a Senate-confirmed individual. Title III of the bill would
make the Postal Service Inspector General a presidentially ap-
pointed, Senate-confirmed position. In addition, title III would com-
bine the Postal Service OIG with the OIG of the PRC, forming the
new Office of Inspector General of the Postal Community. The bill
requires that the President nominate an individual to the Inspector
General position within 180 days of enactment of this bill.

Nothing about this section shall have any impact on the clear di-
vision between the Postal Service as the operator and the PRC as
the regulator. The OIGs for these two entities would be combined
by this bill only to achieve appropriate efficiencies.

TrTLE IV—POSTAL CONTRACTING REFORM

Title IV of the PSRA includes a number of reforms designed to
improve the Postal Service’s contracting process. When the Postal
Service was first constituted as an independent establishment in
1970, the agency was granted an exemption from most federal
rules and regulations governing the acquisition of goods and serv-
ices. Unfortunately, lax internal controls have led to a number of
problems in recent years, such as inadequate transparency, poor
business practices, improper delegations of authority, and a lack of
accountability. To help address many of these issues, the bill would
create a more rigorous code of ethical standards for contracting offi-
cials, improve transparency for noncompetitive contracts, and clar-
ify and narrow the framework for delegations of contracting au-
thority.

LEGISLATIVE HISTORY

H.R. 5714, the Postal Service Reform Act of 2016, was introduced
on July 11, 2016 by Chairman Jason Chaffetz (R—-UT) and referred
to the Committee on Oversight and Government Reform, as well as
the Committee on Energy and Commerce and the Committee on
Ways and Means. On July 12, 2016, the Committee on Oversight
and Government Reform ordered H.R. 5714 favorably reported,
without amendment. Ranking Member Elijah E. Cummings (D-
MD), Subcommittee on Government Operations Chairman Mark
Meadows (R—-NC), Subcommittee on Government Operations Rank-
ing Member Gerald Connolly (D-VA), and Representative Stephen
Lynch (D-MA) are original cosponsors.

The legislation includes provisions similar to those included in
H.R. 2748 in the 113th Congress, and H.R. 2309 in the 112th Con-
gress. H.R. 2748, the Postal Reform Act of 2013, was introduced in
the 113th Congress by then-Chairman Darrell Issa (R—-CA) and
Representatives Blake Farenthold (R-TX) and Dennis Ross (R-FL)
on July 19, 2013. The legislation was considered before the Com-
mittee on July 24, 2013 and ordered favorably reported by a record
vote of 22 to 17. In the 112th Congress, H.R. 2309, the Postal Re-
form Act of 2011, was introduced by then-Chairman Darrell Issa on
June 30, 2011. It was subsequently ordered reported from the Sub-
committee on Federal Workforce, U.S. Postal Service, and Labor
Policy on September 21, 2011 by a record vote of 8 to 5 and ordered
favorably reported by the Full Committee on October 13, 2011 by
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a record vote of 22 to 18. No further action was taken on either
bill in the House.

In addition, the legislation contains some provisions similar to
those contained in S. 1486 introduced in the 113th Congress. That
bill, the Postal Reform Act of 2014, was introduced by Senator Tom
Carper (D-DE), then-Chairman of the Senate Committee on Home-
land Security and Governmental Affairs, on August 1, 2013. The
Committee considered S. 1486 at a business meeting on February
6, 2014 and ordered the bill reported by a record vote of 9 to 1. No
further action was taken on the bill in the Senate.

SECTION-BY-SECTION

Section 1. Short title; table of contents

Designates the short title of the bill as the “Postal Service Re-
form Act of 2016” and delineates the table of contents of the bill.

Section 2. Definitions

Defines the term “Postal Service” as the United States Postal
Service, and the term “postal retail facility” as a post office, branch,
station, or other facility operated by the Postal Service to provide
retail post services for any references included in the legislation.

TITLE I—POSTAL SERVICE BENEFITS REFORM

Section 101. Postal Service health benefits program

Subsection (a) of section 101 creates section 8903c in Chapter 89
of title 5, United States Code.

Subsection (a) of section 8903c defines the terms “covered Medi-
care individual,” “initial contract year,” “initial participating car-
rier,” “Office” (as the Office of Personnel Management, OPM),
“Postal Service annuitant,” “Postal Service employee,” “Postal Serv-
ice Medicare covered annuitant,” “Program,” and “Program plan,”
for the section.

Subsection (b) of section 8903c states that the requirements of
this section apply for the initial contract year and each year there-
after and that those requirements supersede any other provisions
of the chapter inconsistent with such requirements.

Subsection (c) of section 8903c establishes the Postal Service
Health Benefits Program (program). Specifically, it directs OPM to
create a program to offer health benefits consistent with the re-
quirements of section 8902 that includes, to the greatest extent
practicable each carrier that provided health benefits to at least
1,500 postal employees or annuitants as of January 2017, as well
as any other interested carriers. It also requires that the program
be available to all postal employees and annuitants, provide for en-
rollment as individual, self plus one, and self and family, and not
be available to individuals who are not postal employees or annu-
itants or their family members. The subsection further requires
that the program use a separate risk pool for those enrolled in the
program, that the plans offered under the program are actuarially
equivalent to coverage carriers provide under plans offered under
Chapter 89 that are not part of the program, and that continuation
of coverage shall apply in the same manner as provided under sec-
tion 8905a.
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Subsection (d) of section 8903c specifies election of coverage
under the program. It requires postal employees and annuitants
who elect to receive health benefits under Chapter 89 to meet the
requirements of the section and prohibits enrollment in other
health benefit plans offered under other sections of the Chapter. It
also creates an exemption to the requirements of the section for
postal annuitants who are enrolled in a plan under this chapter
that is not offered by an initial participating carrier under the pro-
gram unless the annuitant voluntarily enrolls in a program plan,
the plan in which the annuitant is enrolled ceases to be available,
the plan in which the annuitant is enrolled becomes available
under the plan, or the annuitant resides in a geographic area for
which there is not a program plan in which the annuitant may en-
roll. It also requires that if a postal annuitant changes health plan
enrollment, the annuitant may only enroll in a program plan. Fi-
nally, the subsection provides that a postal employee who is en-
rolled in a health benefits plan that is not offered by an initial par-
ticipating carrier is exempt from this section unless the employee
changes enrollment, the employee’s plan becomes offered within
the program, or the employee becomes an annuitant, unless as an
annuitant the employee resides in a geographic area for which
there is not a program plan that the annuitant may enroll.

Subsection (e) of section 8903c allows postal Medicare-eligible an-
nuitants to obtain coverage under the section only if they, and any
eligible family member covered through them, are enrolled in Medi-
care Part B. It also requires OPM to establish a process for affected
postal annuitants and family members to ensure that they are in-
formed of the requirement and automatically enrolled in Medicare
Part B.

Subsection (f) of section 8903c¢ directs OPM to require each pro-
gram plan to provide benefits for covered Medicare individuals pur-
suant to the standard coordination of benefits method, rather than
the exclusion method or the carve-out method. It further requires
each program plan to provide a Medicare Part D prescription drug
benefit to eligible employees.

Subsection (g) of section 8903c establishes the terms of the Postal
Service contribution for premiums. Specifically, it directs OPM, by
October 1 of each year, to determine the weighted average of the
rates established for program plans for the following year for each
category of enrollment (self, self plus one, self and family) and for
the initial contract year to take into account the enrollment of post-
al employees and annuitants in plans offered by initial partici-
pating carriers as of March 31, 2017.

Subsection (h) of section 8903c, requires OPM to ensure that
each program plan maintains separate reserves with respect to en-
rollees in the program plan and that the reserves maintained by
each plan be credited with a proportionate amount of the funds in
the reserves for health benefit plans offered by the carrier. The
subsection also requires, for a plan that is discontinued, that OPM
credit the postal service contingency reserve established under this
subsection only to the separate reserves of postal plans continuing
under this section.

Subsection (i) of section 8903c states that nothing in this section
shall be construed as affecting section 1005(f) of title 39 regarding
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variations, additions, or substitutions to the provisions of this chap-
ter.

Subsection (j) of section 8903c requires the Postal Service to es-
tablish a Medicare Education Program not later than 180 days
after enactment of this section. Under that program, the Postal
Service shall notify retirees and employees about the Postal Service
Health Benefits Program, provide information regarding the bene-
fits (including a description of health care options available under
the program, the requirement for Medicare enrollment and the pre-
mium transition fund established under section 104 of the bill) and
respond and provide answers to inquiries from employees and an-
nuitants about the program or Medicare enrollment. The sub-
section also makes technical and conforming amendments to Chap-
ter 89.

Subsection (b) of section 101 amends provisions of title 42,
United States Code, to permit the automatic enrollment of postal
annuitants and family members who are not enrolled in Medicare
and waives any penalty premium increase to which the individual
would otherwise have been subject.

Section 102. Postal Service Retiree Health Care Benefit Funding re-
form

Subsection (a) amends section 8906(g) of title 5, United States
Code, to require that the portion of the Government health care
premium contributions that is equal to the net claims cost be paid
first from the Postal Service Retiree Health Benefits Fund and any
remaining amount to be paid by the Postal Service. Additionally,
the subsection amends section 8906(g) to define net claims cost as
the difference between the sum of costs incurred by a carrier in
providing and administering health services and the amount with-
held from the annuity of, or paid by, an individual under the sec-
tion.

Subsection (b) amends section 8909a of title 5, United States
Code, to eliminate the final six statutorily specified payments for
retiree health care prefunding and require the retiree health pre-
miums to be paid out of the Postal Service Retiree Health Benefits
Fund beginning in fiscal year 2017, instead of fiscal year 2018. The
subsection also requires the Postal Service to begin making amorti-
zation payments in 2017 necessary to satisfy any remaining un-
funded liability by September 30, 2055 and maintains the current
law requirement that the Postal Service make additional annual
payments of normal cost associated with new retiree health bene-
fits earned by current employees.

Subsection (c) cancels all statutorily specified payments for
prefunding accrued retiree health care expenses that remain un-
paid by the Postal Service on the date of enactment of this legisla-
tion.

Subsection (d) contains a technical correction to add a missing
letter to the section heading of section 8909a of title 5, United
States Code.

Section 103. Postal Service pension funding reform

Subsection (a) amends 5 U.S.C. 8348(h) (the Civil Service Retire-
ment System (CSRS)) to require OPM to determine annually
whether the Postal Service has an actuarial funding surplus or li-
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ability for obligations to CSRS beneficiaries. Beginning in 2017,
OPM is directed to establish an amortization schedule for any sur-
plus or liability, recalculated annually, such that any surplus or li-
ability is liquidated by September 30, 2043. Starting by June 30,
2033, OPM shall revise the amortization period from its otherwise
scheduled end of September 30, 2043 to a period of no longer than
15 years, and revised as necessary, based on generally accepted ac-
tuarial practices and principles. The subsection also requires that
when calculating CSRS liability OPM must use demographic and
economic assumptions regarding wage and salary growth that are
specific to current and former employees, as applicable, of the Post-
al Service.

Subsection (b) amends 5 U.S.C. 8423 (the Federal Employees Re-
tirement System (FERS)) to require that Postal Service specific as-
sumptions, identical to those in subsection (a) are applied both to
the normal cost payment for current postal employees and for the
Postal Service’s total FERS liability. If the Postal Service is deter-
mined to have a FERS projected funding surplus, the subsection
provides for a return of the surplus on a 30-year amortization
schedule, identical to the amortization period of a FERS liability.

Section 104. Medicare Part B premium transition for newly enroll-
ing Postal Service annuitants and family members

Subsection (a) amends section 1395r of title 42, United States
Code, to reduce the Medicare Part B premiums for individuals who
have been automatically enrolled in Medicare under this bill by 75
percent in the first year, 50 percent in the second year, and 25 per-
cent in the third year.

Subsection (b) amends section 1395w of title 42, United States
Code, to require the Postal Service to pay an amount equal to the
reduced premiums under subsection (a) to place the Medicare Trust
Fund in the same actuarial status as if the provisions of section
104 had not been enacted.

TITLE II—POSTAL SERVICE OPERATIONS REFORM

Section 201. Governance reform

This section changes the current structure of the Postal Service’s
governance system.

Subsection (a) amends section 202 of title 39, United States
Code, to reduce the composition of the Board of Governors to five
Governors, the Postmaster General, and the Deputy Postmaster
General. The Board of Governors is responsible for appointing, re-
moving, and setting the terms of service and pay of both the Post-
master General and the Deputy Postmaster General.

Subsection (b) amends section 203 of title 39, United States
Code, to revise the duties of the Postmaster General to be the indi-
vidual who carries out the power of the Postal Service vested in the
Board of Governors, consistent with the directions of the Gov-
ernors.

Subsection (¢) amends section 205 of title 39, United States Code
to indicate that vacancies in the Board of Governors do not impair
the powers of the Board and that the Board shall act upon majority
vote of the Board.
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Subsection (d) allows the Postmaster General and the Governors
to delegate responsibilities as they determine appropriate to carry
out their functions and duties.

Subsection (e) amends section 407 of title 39, United States Code,
to require the Postal Regulatory Commission (PRC) to review and
approve payment by the Postal Service to the Department of State
to cover costs of negotiating international postal rates. This amend-
ment does not take effect until October 1 of the first fiscal year be-
ginning after enactment of this Act.

Subsection (f) makes a number of technical and conforming
amendments. This subsection clarifies the PRC’s existing authority
to levy fines against the Postal Service, payable to the U.S. Treas-
ury for deliberate noncompliance with the provisions of title 39,
such as the service standards established by the Postal Service.

Section 202. Transition to more efficient and secure mail delivery

Subsection (a) creates section 3692 in subchapter VII of chapter
36 of title 39, United States Code.

Subsection (a) of section 3692 defines a “delivery point” as a
mailbox or other receptacle to which mail is delivered. A delivery
point’s typical method of receiving Postal Service deliveries is re-
ferred to as the “primary mode of mail delivery.” The subsection
defines the different kinds of primary modes of mail delivery: 1)
“Door delivery” means the mail is placed into a slot or receptacle
at or near the postal patron’s door or hand delivered to the patron;
2) “Centralized delivery” means mail receptacles for a number of
delivery points are grouped or clustered at a single location; 3)
“Curbside delivery” means the mail receptacle is situated at the
edge of a sidewalk alongside the road or curb and can be served
by a letter carrier from a motorized vehicle; 4) “Sidewalk delivery”
means the mail receptacle is situated at the edge of a sidewalk and
can be served by the letter carrier from the sidewalk.

Subsection (b) of section 3692 requires it to be the policy of the
Postal Service to use the most cost-effective primary mode of mail
delivery feasible and to provide access to secure, convenient mail
and package delivery receptacles to the greatest number of postal
patrons feasible.

Subsection (c) of section 3692 requires that new delivery points
established after December 31, 2016, utilize a primary mode of
mail delivery other than door delivery, with a preference for secure,
centralized delivery.

Subsection (d) of section 3692 requires the incremental conver-
sion to centralized, curbside, or sidewalk delivery of business ad-
dresses identified by the Postal Service. The Postal Service has one
year after enactment of this Act to determine which door delivery
points are appropriate for conversion to a more cost-effective means
of delivery (e.g., centralized delivery, curbside delivery, or sidewalk
delivery). The Postal Service then has five years to convert—at 20
percent a year—100 percent of those delivery points that it deemed
appropriate. All eligible delivery points must be converted by Sep-
tember 30, 2022. The Postal Service is required to notify postal cus-
tomers affected by delivery point conversions at least 60 days prior
to the conversion date.

Subsection (e) of section 3692 requires the voluntary conversion
to curbside, centralized, or cluster box delivery of residential ad-
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dresses identified by the Postal Service where 40% of the residents
consent to conversion. Within one year of enactment of this bill,
each Postal Service district office must identify delivery points that
are appropriate for conversion to centralized delivery, such as clus-
ter boxes, curbside delivery, or sidewalk delivery. The Postal Serv-
ice will begin a program by October 1, 2017 to convert delivery
points to more cost-effective means of delivery. The Postal Service
has three months after the initial identification of delivery points
appropriate for conversion to divide these delivery points into
groups of no more than 50 delivery points, referred to here as an
address unit. The Postal Service then has six months to notify in
writing the residents of the appropriate delivery points of their eli-
1gibility for conversion. Notice of eligibility must include the fol-
owing:

1. Notice that the delivery point has been proposed for con-
version to a more efficient and cost-effective mode of delivery
in order for the Postal Service to more economically provide
universal service;

2. A description of the new primary mode of delivery pro-
posed by the Postal Service, such as centralized cluster boxes
or curbside delivery, and a visual example of the mode of deliv-
ery;

3. A form that the resident can submit to indicate consent
for conversion to the proposed delivery mode, as well as notice
that the conversion is voluntary;

4. Description of the benefits incentivizing conversion, in-
cluding but not limited to secure mail and package delivery,
and the benefits to the Postal Service, such as a smaller envi-
ronmental impact for delivery;

5. Description of how the conversion process would work and
the monetary costs (if any) to the postal patron; and

6. Any other information the Postal Service considers nec-
essary or helpful for incentivizing conversion.

No delivery point may be converted unless prior written consent
is provided to the Postal Service by a postal patron who is at least
18 years old. Prior to the actual conversion, an eligible postal pa-
tron may withdraw the written consent for conversion. The Postal
Service will include on an easily accessible public Web site an op-
tion to request that the aforementioned consent form or a consent-
withdrawal form be sent to any delivery point identified for conver-
sion.

Once the Postal Service receives a written consent form from 40
percent of the applicable address unit, the Postal Service has 90
days to convert the delivery points. At least 30 days prior to con-
version, the Postal Service shall provide written notice to each de-
livery point in the address unit that the threshold for conversion
has been met and, depending on prior action by the postal patron
served by that delivery point, the next steps and options for that
delivery point.

Any future or new residents moving into the address unit for
which delivery points have been converted shall receive the con-
verted delivery type.

Subsection (f) of section 3692 requires the Postal Service to con-
sider: 1) weather conditions, physical barriers, or other factors that
impact the feasibility of the delivery mode and potential cost sav-



23

ings; 2) historic designation or historic value of property; and 3)
population density and concentration of poverty when determining
whether to convert the primary mode of mail delivery.

Subsection (g) of section 3692 provides an exemption to central-
ized, curbside, or sidewalk delivery for mail recipients with phys-
ical hardships. In cases where door delivery is necessary to avoid
causing significant physical hardship or physical safety risks to the
postal patron, the Postal Service will grant a waiver to allow for
door delivery at no cost to the postal patron.

Subsection (h) of section 3692 instructs the Postal Service to es-
tablish procedures for: 1) collecting and considering external input;
2) calculating and making publicly available cost savings from con-
versions; and 3) situating centralized delivery points in locations
that maximize efficiency and convenience.

Subsection (i) of section 3692 establishes a voucher program
whereby the Postal Service provides for the cost of all or any por-
tion of the converted modes of delivery established under this sec-
tion.

Subsection (j) of section 3692 requires the Postal Service to
produce an annual report from fiscal years 2017 through 2023 on
the implementation of the delivery conversions established under
this section.

Subsection (k) of section 3692 requires the Inspector General of
the Postal Community (Inspector General) to conduct an annual
audit to be completed 90 days after the Postal Service releases its
annual report under subsection (j).

Subsection (1) of section 3692 exempts the actions taken under
this section from certain reviews required by other subchapters in
chapter 36.

Subsection (b) makes a clerical amendment to the table of sec-
tions.

Subsection (c) requires that the Postal Service collect data on de-
livery mode costs and the potential savings of converting to more
cost-effective delivery modes. The Postal Service shall submit a re-
port on the updated delivery cost study to specified committees of
Congress.

Subsection (d) requires that the Inspector General conduct a
study of the costs and benefits of the delivery mode conversions re-
quired under subsection (a) within two years of the commencement
of the conversions. Within a year of commencing the study, the In-
spector General is required to submit a report on the results of the
study to specified committees of Congress.

Section 203. Modernizing postal rates

Subsection (a) amends section 3622 of title 39, United States
Code, to strengthen some objectives and factors for consideration in
the Postal Regulatory Commission’s (PRC’s) ten-year review of the
current postal rate system and to require that market-dominant
negotiated service agreements not cause unreasonable disruption to
the marketplace.

Subsection (b) repeals section 3626 of title 39, United States
Code, to render national and state political committees ineligible
for rate preferences that are received by nonprofit organizations.

Subsection (¢c) amends section 3633 of title 39, United States
Code, to streamline review of negotiated service agreements for
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competitive products, including after-the-fact review for new agree-
ments that are functionally equivalent to existing agreements that
have collectively covered costs and improved the financial condition
of the Postal Service.

Section 204. Nonpostal services

This section amends part IV of title 39 to add “Chapter 37—Non-
postal Services.”

Section 3701 of chapter 37 establishes the purpose of the chapter.

Section 3702 of chapter 37 defines the terms “nonpostal serv-
ices,” “attributable costs,” and “year.”

Section 3703 of chapter 37 authorizes the Postal Service to estab-
lish a program to provide property and services on behalf of an
agency of any State government, local government, or tribal gov-
ernment. Products and services authorized under this section are
subject to safeguards to ensure that they provide enhanced value
to the public, do not interfere with or detract from the value of
postal services, and provide a reasonable contribution to Postal
Service overhead costs by covering at least 100 percent of costs.
Products and services authorized under this provision must be non-
commercial in nature, preventing unfair competition with the pri-
vate sector. To provide transparency and an opportunity for stake-
holder input, the Postal Service is required to publish its business
plan for products and services it plans to offer as authorized under
this section, followed by a public comment period and a published
Postal Service response. A majority of the Postal Service Governors
must approve the Postal Service providing specific products and
services by a publicly recorded vote.

Section 3704 of chapter 37 authorizes the Postal Service to con-
tinue providing property and services for other federal agencies and
the Government Publishing Office, provided it receives reimburse-
ment covering 100 percent of its costs. This cost-coverage require-
ment is intended to ensure that ratepayers do not subsidize serv-
ices provided for other federal agencies.

Section 3705 of chapter 37 requires the Postal Service to annu-
ally report financial results, rates, and the quality of its nonpostal
services within 90 days after the end of each fiscal year, with pro-
prietary data protected from disclosure. The PRC must annually
review compliance that nonpostal services meet cost-coverage and
other requirements; order remedial action to remedy any non-
compliance; and can initiate proceedings to improve data quality
and completeness. The Inspector General must regularly audit ap-
plicable data collection systems and procedures.

These provisions are modeled after existing provisions for mar-
ket-dominant products.

Subsection (b) makes clear that all nonpostal services continued
pursuant to 404(e) of title 39 are considered expressly authorized
by chapter 37 of title 39 as added by this section and are subject
to the same transparency and accountability requirements as other
nonpostal services.

Section 205. Efficient and flexible universal Postal Service

Subsection (a) amends section 404(d)(2)(A) of title 39, United
States Code, to require the Postal Service, when considering a post
office for potential closure, to take into account: 1) the distance,
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measured by public roads, to the nearest postal retail facility; 2)
weather and terrain; 3) commercial mobile service; and 4)
broadband internet access penetration.

Subsection (b) amends section 404(d)(5) of title 39, United States
Code, to reduce the deadline for PRC review of post office closures
from 120 days to 60 days. This subsection includes an extension
that can only be enacted for good cause and is limited to a period
of up to an additional 60 days, or 120 days total.

Subsection (¢) amends section 3661 of title 39, United States
Code, to expedite PRC advisory opinions concerning Postal Service
plans to close or consolidate post offices on a level affecting service
on a nationwide basis and on matters that are identical to matters
on which the PRC has issued an opinion within the preceding 5
years. The subsection includes an extension for good cause of an
additional 30 days, or 120 days total.

Subsection (d) amends section 404(d) of title 39, United States
Code, to require the Postal Service to consult with the community
affected by a post office closure or consolidation on what type of al-
ternate service they wish to receive. In order to accomplish this,
the Postal Service must provide adequate notice of intentions to
close or consolidate the facility at least 60 days prior to the pro-
posed date of closing. The Postal Service shall conduct a non-
binding survey of the postal patrons served by that post office to
determine their preferred alternative service.

Subsection (e) amends section 404(d) of title 39, United States
Code, to define “post office” in in this subsection as any Postal
Service-operated retail facility as defined in this bill, which in-
cludes post offices, branches, and stations. This change is effective
60 days after enactment.

Subsection (f) amends section 3652(a) of title 39, United States
Code, to require the Postal Service to use a PRC-recommended for-
mula to determine changes in Postal Service productivity and the
resulting effect on overall costs.

Subsection (g) requires the Inspector General to conduct a review
of the impacts of the Post Office Structure Plan (POSTPlan) on
Postal Service expenses, revenue, and retail service provision.
POSTPlan is a Postal Service initiative that restructured a number
of post offices by reducing hours and altering the labor structure
in an effort to reduce costs and ultimately produce savings. The In-
spector General is required to evaluate the relative cost savings of
POSTPlan initiatives by looking at both changes in costs and
changes in revenue. The Inspector General will release a report of
the results of the review and resulting recommendations. The Post-
al Service must consider these results and recommendations when
determining further action related to POSTPlan initiative impacted
post offices.

Section 206. Fair stamp-evidencing competition

This section further amends section 404a(a) of title 39, United
States Code, to require the Postal Service to follow the same rules
and regulations as apply to private sector postage-evidencing prod-
ucts and services.
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Section 207. Market-dominant rates

Subsection (a) allows the Postal Service to increase postal rates
for market-dominant products by 2.15%, or 1 cent for a First-Class
stamp. The 2.15 percent increase is half of the temporary rate sur-
charge, referred to as the “exigent rate increase,” that was in effect
on April 9, 2016. The exigent rate increase was permitted under
section 3622(d)(1)(E) (redesignated by this Act as section
3622(d)(1)(G)) of title 39, United States Code), which allows for a
rate adjustment for extraordinary or exceptional circumstances as
long as such adjustment is reasonable and equitable and necessary
to enable the Postal Service, under best practices of honest, effi-
cient, and economical management, to maintain and continue the
development of postal services of the kind and quality adapted to
the needs of the United States. The subsection further requires
that the 2.15% increase in rates be considered a part of the rate
base for determining future rate increases.

Subsection (b) clarifies that the rate increase permitted under
subsection (a) does not impact any unused rate adjustment author-
ity maintained by the Postal Service.

Subsection (c) states that the rate increase allowed under sub-
section (a) does not affect the PRC’s authority to review the current
rate system and make adjustments to that system as are necessary
and allowed for under section 3622 of title 39, United States Code.

Subsection (d) terminates the Postal Service’s current judicial ap-
peal and removes the right for further judicial appeal by the Postal
Service related to the exigent rate increase that ended on April 10,
2016.

Section 208. Completion of initial rate regulation review

This section requires the PRC to complete its full review of the
market-dominant rate system by January 1, 2018. Existing law al-
lows for commencement of the review to begin on December 20,
2016.

Section 209. Review of Postal Service cost attribution guidelines

This section requires that the PRC initiate a review of the Postal
Service’s cost attribution and cost allocation guidelines. The review
will determine whether revisions are necessary to the underlying
assumptions for the current costing methodologies. This includes
what costs are associated with market-dominant products and com-
petitive products. In conducting this review, the PRC should exam-
ine whether the appropriate data collection, calculations, and meth-
odologies are used to determine which portion of the business or
products bear the associated costs. The Committee takes no posi-
tion on whether the current costing attribution or costing allocation
guigelines are incorrect or correct. That determination is left to the
PRC.

Section 210. Aviation security for parcels

This section creates section 5404 within chapter 54 of title 39,
United States Code. Section 5404 requires that the Postal Service
hold itself to the same standards it requires from industry regard-
irig the safety and security of parcels shipped on commercial air-
planes.
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Section 211. ZIP Codes

This section makes small changes and additions to the ZIP codes
related to three specific communities.

TITLE III—POSTAL SERVICE PERSONNEL

Section 301. Postal Service Chief Innovation Officer

Amends chapter 2 of title 39 to insert a new section, section 209.

Subsection (a) of section 209 establishes the position of Chief In-
novation Officer (CIO), appointed by the Postmaster General, and
requires the CIO to manage the development of innovative postal
and nonpostal products and services subject to existing law.

Subsection (b) of section 209 establishes the duties of the CIO,
including: 1) leading the development of postal and nonpostal prod-
ucts that maximize revenue to the Postal Service; 2) monitoring the
performance of innovative products and services; and 3) taking into
consideration, if applicable, advisory opinions of the PRC.

Subsection (c) of section 209 requires the CIO to be appointed no
later than six months after enactment of this Act and clarifies that
the CIO can be a current Postal Service employee, but, upon ap-
pointment, must leave any other position within the Postal Service.

Subsection (d) of section 209 requires the Postmaster General,
within 12 months of the CIO’s appointment, to submit to Congress
a report outlining a strategy for maximizing revenue from innova-
tive products.

The strategy must include specific innovative products to be de-
veloped, the nature of the market for each product, the likely offer-
ing date of each product, the cost of developing each product, the
anticipated sales volume of each product, the anticipated revenue
and profit generated by each product, the likelihood of success of
each product, the market trends that may affect the success of each
product, the metrics that will be utilized to assess the success of
the innovation strategy, and specific ways in which innovative
mailpiece design can be encouraged. The subsection requires an up-
dated strategy on January 1, 2018 and every 3 years thereafter.

Subsection (e) of section 209 requires the Postmaster General to
submit to Congress an annual report that details the progress the
Postal Service has made in implementing the innovation strategy
described in subsection (d).

Subsection (f) of section 209 requires the Comptroller General to
conduct a study on the implementation of the innovation strategy
not later than 4 years after the date of enactment of the section.
The report is required to include: 1) an audit of the development
costs for each innovative product; 2) the sales volumes of each
product; 3) the revenues and profits of each product; and 4) the
likelihood of continued success of each product.

Section 302. Inspector General of the Postal Community

This section creates a presidentially-appointed, Senate-confirmed
Inspector General of the Postal Community (Inspector General).

Subsection (a) amends The Inspector General Act of 1978 (5
U.S.C. App.), hereinafter referred to as the “IG Act,” to remove the
PRC and the Postal Service from section 8G of the IG Act, which
generally establishes Inspectors General in certain designated fed-
eral entities and requires those Inspectors General to be appointed
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by the head of such agency. The effect of this deletion, and the sub-
sequent additions described below, is to require the new Inspector
General of the Postal Community to be presidentially-appointed.

Subsection (b) further amends the IG Act to create section 8M,
“Special Provisions Concerning the United States Postal Service
and Postal Regulatory Commission.” This subsection creates the In-
spector General of the Postal Community and requires appoint-
ment to that position within 180 days of enactment of this Act.

Subsection (a) of section 8M creates a combined Inspector Gen-
eral for both the Postal Service and the PRC, which is called the
Inspector General of the Postal Community (Inspector General).

Subsection (b) of section 8M requires that in carrying out to the
duties under the IG Act, the Inspector General shall have equal re-
sponsibility over both the PRC and the Postal Service.

Subsection (c) of section 8M clarifies that for matters dealing
with the PRC, the head of the establishment as defined under the
IG Act shall be the Chairman of the PRC. For matters dealing with
the Postal Service, the head of the establishment as defined under
the IG Act shall be the Postmaster General.

Subsection (d) of section 8M requires the Inspector General to
treat the Postal Service and the PRC as separate establishments
in carrying out the duties under section 5 of the IG Act and to pre-
pare separate semiannual reports to Congress.

Subsection (e) of section 8M instructs the Postal Service and the
PRC to work jointly with one another in consultation with the In-
spector General to ensure adequate and appropriate office space
and related provision to the Office of the Inspector General.

Subsection (f) of section 8M establishes procedures for the In-
spector General’s budget. For budgetary duties of the head of the
establishment established under section 6(f) of the IG Act, the
Postmaster General shall fulfill the role of the head of the estab-
lishment. Such procedures are for administrative ease and shall
not be construed as granting any authority to the Postmaster Gen-
eral over the Postal Service.

Subsection (g) of section 8M transfers to the Inspector General
responsibilities regarding the Postal Inspection Service that were
previously held by the Inspector General of the U.S. Postal Service.

Subsection (h) of section 8M authorizes appropriations for the Of-
fice of Inspector General from the Postal Service Fund.

Subsection (c) transfers the responsibilities, personnel, and other
elements of the Office of the Inspector General of the PRC to the
Inspector General of the Postal Community.

Subsection (d) transfers the responsibilities, personnel, and other
elements of the Office of the Inspector General of the U.S. Postal
Service to the Inspector General of the Postal Community.

Subsection (e) allows the Inspector General to delegate his or her
functions to officers or employees of the Office of the Inspector Gen-
eral. This subsection does not relieve the Inspector General of re-
sponsibility for these functions.

Subsection (f) clarifies that the transition of functions from the
two offices of inspectors general to the one Office of Inspector Gen-
eral of the Postal Community does not terminate or impact existing
legal documents, pending proceedings, or ongoing suits. This sub-
section also clarifies that any reference to the Inspector General of
the PRC, the Inspector General of the U.S. Postal Service, or the
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respective offices in any other federal law, executive order, rule,
regulation, delegation of authority, or other document related to
the aforementioned entities shall be deemed to refer to the Inspec-
tor General of the Postal Community or the Office of the Inspector
General of the Postal Community, as applicable.

Subsection (g) transfers existing funds from the two separate of-
fices of inspectors general to the Inspector General of the Postal
Community.

Subsection (h) amends title 39, United States Code, to conform
with the amendments made under this section.

Subsection (i) delays the effective date of the amendments made
by this section to take affect 30 days after the Inspector General
is confirmed by the Senate.

Section 303. Right of appeal to Merit Systems Protection Board

This section amends section 1005(a)(4)(A)(1i)(I) of title 39, United
States Code, to allow certain Postal Service employees the right to
appeal to the Merit Systems Protection Board.

TITLE IV—POSTAL CONTRACTING REFORM

Section 401. Contracting provisions

'll‘his section adds a new chapter, 7—Contracting Provisions, to
title 39:

§701. Definitions—Defines terms used in the chapter. “Postal
contract” is defined as any contract for the procurement of goods
or service, including any agreement or memorandum of under-
standing entered into by the Postal Service or the PRC. As applied
to the PRC, postal contracts are defined as those in excess of the
Simplified Acquisition Threshold, currently $150,000.

§702. Delegation of contracting authority—The Postal Service
and PRC must issue policies on contracting officer delegations of
authority. Any delegation of authority for postal contracts outside
the functional contracting unit must be made readily available and
accessible on its website. A contracting officer is required to main-
tain an awareness of and engagement in the activities being per-
formed on all postal contracts of which that officer has cognizance,
including contracts involving delegations of authority. The senior
procurement executive is given ultimate responsibility and account-
ability for the award and administration of postal contracts.

§703. Posting of noncompetitive purchase requests for non-
competitive contracts—The Postal Service must publicly post the
noncompetitive purchase request for any noncompetitive award for
postal contracts of at least $250,000, with this amount adjusted an-
nually based on inflation. These postings are subject to proprietary
information exceptions and competitive disadvantage waivers. The
$I?RC must post noncompetitive purchase requests of at least

20,000.

§704. Review of ethical issues—Ethics officials at the Postal
Service and PRC are required to review any ethical issues relating
to a proposed contract before it is awarded and advise the con-
tracting officer on their appropriate resolution.

§ 705. Ethical restrictions on participation in certain contracting
activity—The Postal Service and PRC are required to establish reg-
ulations that limit contracting officers from entering into a postal
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contract with any party with whom the contracting officer has a
personal or business relationship, as defined in the Standards of
Ethical Conduct for Employees of the Executive Branch. The heads
of these entities may grant waivers for contracts in their respective
organizations, but such waivers must be posted on their respective
websites. They also may void any contract and recover amounts ex-
pended under the contract in any cases where there is a final con-
viction of bribery or conflict of interest.

Section 402. Technical amendment to definition

Corrects a technical amendment made in the 2006 amendments
to the Contract Disputes Act that inadvertently deleted the Postal
Service and PRC from the definition of executive agencies covered
by this Act. This correction will resolve any ambiguity and clarify
that that Act applies to the Postal Service and the PRC, as it has
since its enactment in 1978.

EXPLANATION OF AMENDMENTS

No amendments to H.R. 5714 were offered or adopted during
Full Committee consideration of the bill.

COMMITTEE CONSIDERATION

On July 12, 2016 the Committee met in open session and ordered
reported favorably the bill, H.R. 5714, by voice vote, a quorum
being present.

RorL CaLL VOTES

No roll call votes were requested or conducted during Full Com-
mittee consideration of H.R. 5714.

APPLICATION OF LAW TO THE LEGISLATIVE BRANCH

Section 102(b)(3) of Public Law 104-1 requires a description of
the application of this bill to the legislative branch where the bill
relates to the terms and conditions of employment or access to pub-
lic services and accommodations. This bill restores the financial sol-
vency and improve the governance of the United States Postal
Service in order to ensure the efficient and affordable nationwide
delivery of mail. As such this bill does not relate to employment or
access to public services and accommodations.

STATEMENT OF OVERSIGHT FINDINGS AND RECOMMENDATIONS OF
THE COMMITTEE

In compliance with clause 3(c)(1) of rule XIII and clause (2)(b)(1)
of rule X of the Rules of the House of Representatives, the Commit-
tee’s oversight findings and recommendations are reflected in the
descriptive portions of this report.

STATEMENT OF GENERAL PERFORMANCE GOALS AND OBJECTIVES

In accordance with clause 3(c)(4) of rule XIII of the Rules of the
House of Representatives, the Committee’s performance goals and
objectives of the bill are to restore the financial solvency and im-
prove the governance of the United States Postal Service in order
to ensure the efficient and affordable nationwide delivery of mail.
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DUPLICATION OF FEDERAL PROGRAMS

No provision of this bill establishes or reauthorizes a program of
the Federal Government known to be duplicative of another Fed-
eral program, a program that was included in any report from the
Government Accountability Office to Congress pursuant to section
21 of Public Law 111-139, or a program related to a program iden-
tified in the most recent Catalog of Federal Domestic Assistance.

DISCLOSURE OF DIRECTED RULE MAKINGS

The Committee estimates that enacting this bill does direct the
completion of specific rule makings within the meaning of 5 U.S.C.
551. Specifically, section 208 of H.R. 5714 directs the Postal Regu-
latory Commission’s completion of a final rule or rules regarding
maintaining or revising the Postal Service’s authority to increase
market dominant rates not later than January 1, 2018.

FEDERAL ADVISORY COMMITTEE ACT

The Committee finds that the legislation does not establish or
authorize the establishment of an advisory committee within the
definition of 5 U.S.C. App., Section 5(b).

UNFUNDED MANDATE STATEMENT

Section 423 of the Congressional Budget and Impoundment Con-
trol Act (as amended by Section 101(a)(2) of the Unfunded Mandate
Reform Act, P.L. 104-4) requires a statement as to whether the
provisions of the reported include unfunded mandates. In compli-
ance with this requirement the Committee has received a letter
from the Congressional Budget Office included herein.

EARMARK IDENTIFICATION

This bill does not include any congressional earmarks, limited
tax benefits, or limited tariff benefits as defined in clause 9 of rule
XXI.

COMMITTEE ESTIMATE

Clause 3(d)(1) of rule XIII of the Rules of the House of Rep-
resentatives requires an estimate and a comparison by the Com-
mittee of the costs that would be incurred in carrying out this bill.
However, clause 3(d)(2)(B) of that Rule provides that this require-
ment does not apply when the Committee has included in its report
a timely submitted cost estimate of the bill prepared by the Direc-
tor of the Congressional Budget Office under section 402 of the
Congressional Budget Act of 1974.

BUDGET AUTHORITY AND CONGRESSIONAL BUDGET OFFICE COST
ESTIMATE

With respect to the requirements of clause 3(c)(2) of rule XIII of
the Rules of the House of Representatives and section 308(a) of the
Congressional Budget Act of 1974 and with respect to requirements
of clause (3)(c)(3) of rule XIII of the Rules of the House of Rep-
resentatives and section 402 of the Congressional Budget Act of
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1974, the Committee has received the following cost estimate for
this bill from the Director of Congressional Budget Office:

NoOVEMBER 10, 2016.

Hon. JASON CHAFFETZ,
Chairman, Committee on Quversight and Government Reform,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 5714, the Postal Service
Reform Act of 2016.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Mark Grabowicz.

Sincerely,
KEITH HALL.

Enclosure.

H.R. 5714—Postal Service Reform Act of 2016

Summary: H.R. 5714 would change the laws that govern the op-
eration of the Postal Service (USPS), restructure how the federal
government pays for health benefits for federal employees and an-
nuitants, and alter how the federal government calculates the con-
tributions that agencies make for retirement benefits. Major provi-
sions of the bill would:

e Partially reinstate a postal rate increase that expired in
April 2016 (direct spending savings of $8.4 billion);

e Change the requirements for the security of parcels sent
by air (direct spending costs of $3.2 billion);

e Authorize the Postal Service to phase out delivery of mail
directly to business customers’ doors (direct spending savings
of $2.0 billion);

e Establish a new health benefits program for Postal Service
employees, annuitants, and their dependents (net direct spend-
ing costs of $4.7 billion and discretionary savings of $1.8 bil-
ion);

e Change the nature of the payments that the Postal Service
is required to make related to retiree health benefits (no net
effect on direct spending); and

e Require the use of demographic data specific to Postal
Service employees for the calculation of certain retirement ben-
efits, (no net effect on direct spending, but discretionary costs
totaling $5.9 billion).1

Effects on the federal budget

CBO estimates that enacting H.R. 5714 would result in $2.2 bil-
lion in direct spending savings over the 2017-2026 period; there-
fore, pay-as-you-go procedures apply. Enacting H.R. 5714 would not
affect revenues.

The total changes in direct spending over the 2017-2026 period
are split between net off-budget savings of about $1.9 billion and
net on-budget savings of about $0.4 billion. (USPS cash flows are
recorded in the federal budget in the Postal Service Fund and are

1CBO estimates that this change would reduce costs to the Postal Service by $0.4 billion but
increase the other federal retirement costs by the same amount. In addition, CBO estimates the
Postal Service would spend half of the savings it would realize in lower retirement costs. Thus
we estimate this policy would lead to a government-wide cost of $0.2 billion.
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classified as off-budget, while the cash flows of the other accounts
affected by H.R. 5714 are classified as on-budget.)

In addition, CBO estimates that implementing H.R. 5714 would
have a net discretionary cost of $4.1 billion over the next 10 years,
subject to appropriation actions consistent with that estimate.

CBO estimates that enacting the legislation would not increase
net direct spending or on-budget deficits in any of the four consecu-
tive 10-year periods beginning in 2027.

Effects on state, local, and tribal governments, and on the private
sector

By increasing postal rates for public and private mailers, H.R.
5714 would impose intergovernmental and private-sector man-
dates, as defined in the Unfunded Mandates Reform Act (UMRA),
on public and private entities that send certain types of mail
through the USPS. Additionally, the bill would impose a private-
sector mandate on some postal annuitants by requiring them to en-
roll in Part B of Medicare, if eligible. CBO estimates that the an-
nual cost for public entities of increasing the postal rates would ex-
ceed the threshold established in UMRA for intergovernmental
mandates ($77 million in 2016, adjusted annually for inflation) in
four of the first five years after the rates became effective. CBO
also estimates the aggregate annual cost for private entities of com-
plying with the mandates would exceed the threshold established
in UMRA private-sector mandates ($154 million in 2016, adjusted
annually for inflation) in each of the first five years the mandates
were effective.

Estimated cost to the federal government: The estimated budg-
etary effects of HR. 5714 are shown in Table 1. The costs of this
legislation fall within all budget functions that include salaries and
expense accounts; most budgetary effects would occur in budget
functions 370 (commerce and housing credit), 550 (health), 570
(Medicare), and 600 (income security).
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Basis of estimate: For this estimate, CBO assumes that H.R.
5714 will be enacted near the end of calendar year 2016. H.R. 5714
would have effects on off-budget direct spending, on-budget direct
spending, and spending subject to appropriation. Provisions related
to health care and retirement would simultaneously affect all three
types of spending. In the next section we provide details about the
budgetary effects for each of the three budget categories. The basis
for estimates of the effects on spending for Postal Service oper-
ations, health benefits, and retirement benefits are discussed in
separate sections devoted to those topics.

Budgetary effects

Enacting H.R. 5714 would decrease net direct spending for the
unified budget by $2.2 billion over the 2017-2026 period. Off-budg-
et spending would decline by about $1.9 billion and on-budget
spending would decline by about $0.4 billion.

Off-Budget Direct Spending (Postal Service Fund). CBO esti-
mates that enacting H.R. 5714 would reduce net USPS spending by
$1.9 billion over the 2017-2026 period (see Table 2).

Postal Service Operations. Three provisions would directly affect
how the Postal Service operates and would decrease its net spend-
ing by $7.1 billion over the 2017-2026 period.

Health Benefits. Several provisions would affect how the govern-
ment pays for the health care expenses of workers and annuitants
(both postal and nonpostal) and would increase direct spending by
$5.5 billion over the 2017—2026 period.

Retirement Benefits. One provision would affect how the USPS
pays for retirement benefits for its annuitants and would, on net,
decrease direct spending by $0.2 billion over the 2017-2026 period.

On-Budget Direct Spending. CBO estimates that enacting H.R.
5714 would, on net, reduce on-budget direct spending by almost
$0.4 billion over the 2017-2026 period.

Health Benefits. Several provisions would affect how the govern-
ment pays for the health care expenses of employees and annu-
itants (both postal and nonpostal) and would decrease direct spend-
ing by $0.8 billion over the 2017-2026 period.

Use Postal-Specific Data for Retirement Benefits. One provision
would affect how the government pays for retirement benefits for
its annuitants. CBO estimates that enacting that provision would
increase direct spending by $0.4 billion over the 2017-2026 period.

Spending Subject to Appropriation. CBO estimates that imple-
menting H.R. 5714 would increase discretionary spending by about
$4.1 billion, assuming appropriation actions consistent with those
estimates (see Table 3). Over the 2017-2026 period, implementing
the bill would:

e Increase agency contributions for retirement benefits by
$5.9 billion; those contributions would be recorded as offsetting
receipts of an equal amount in the Civil Service Retirement
and Disability Fund (CSRDF) and would have no net effect on
spending,

e Decrease spending by agencies for the Federal Employees
Health Benefits (FEHB) program by $1.8 billion, and

¢ Increase spending by the Inspector General for the Postal
Service by less than $0.1 billion.
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Postal Service operations

Enacting H.R. 5714 would make several change to the operations
of the USPS, including an increase in postage rates. In total, CBO
estimates that enacting the bill would decrease net off-budget di-
rect spending for those operations by $7.1 billion over the 2017-
2026 period (see Table 2).

Rate Increase. In December 2013, the Postal Regulatory Commis-
sion approved a 4.3 percent rate hike for first-class mail and other
services, including an increase in the price of a first-class stamp
from $0.47 to $0.49, but that increase was temporary and expired
in April 2016. H.R. 5714 would authorize the Postal Service to rein-
state up to 50 percent of that increase.

Based on an analysis of information from the Postal Service
about the effects of rate increases on mail volume and revenue,
CBO estimates that partially reinstating the recent rate hike
would increase net collections of the USPS by $640 million in 2017
and about $8.4 billion over the 2017-2026 period. (Those collections
are recorded as offsetting receipts in the budget.) We expect that
the increase in net receipts would begin to decline in 2022 and
thereafter because of falling mail volume and because some of the
savings would probably be spent by the Postal Service or returned
to mailers in the form of lower rates rather than accumulated as
annual surpluses in the Postal Service Fund.

Enhanced Security. H.R. 5714 would require the Postal Service
to improve security for parcels and packages that it transports by
air by meeting certain federal standards for information security
(Federal Information Processing Standards issued by the National
Institute of Standards and Technology) or by requiring mailers to
bring those items to post offices or other USPS retail sites and to
verify their identity. In 2015 the Postal Service shipped nearly $5
billion worth of parcels and packages by air. To meet the bill’s re-
quirements and maintain that revenue stream, the USPS would
have to develop information technology systems and acquire new
postage meters to replace most of the approximately 1 million me-
ters currently used by the agency, commercial mailers, businesses,
and other shippers. The Postal Service also would incur increased
labor costs to verify the identities of customers who send packages
and parcels from retail sites.

In addition, under the provisions of H.R. 5714, CBO estimates
that because of the additional security measures, some customers
that currently use the Postal Service to deliver parcels and pack-
ages would shift their business to other delivery providers. Thus,
we expect that the USPS would lose revenue during 2017 and 2018
and possibly in subsequent years.

Based on information from the USPS and the costs of similar
projects, we estimate that the forgone revenue and additional costs
would increase net outlays of the Postal Service by $3.2 billion over
the 2017-2026 period. Costs would be higher in the first two years,
mostly because of the need to acquire new postage meters. Annual
spending of $150 million after 2018 would mostly be for system
maintenance and increased labor costs.

Mail Delivery. USPS delivers mail to the doors of customers, to
sidewalk and curbside receptacles, and to centralized mail recep-
tacles that serve multiple addresses. H.R. 5714 would require the
Postal Service to convert most business (but not residential) ad-
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dresses with door delivery to sidewalk, curbside, or centralized de-
livery.

In 2015, the Postal Service provided door delivery to about 6 mil-
lion business addresses. Upon enactment of H.R. 5714, the USPS
expects that it would change the means of delivery for about
500,000 addresses in 2017 and an additional 1 million addresses
annually over the 2018-2022 period. We anticipate that nearly all
the conversions would be to centralized delivery for the affected
businesses.

Based on an analysis of information from the Postal Service
about the savings per business address from implementing
curbside and centralized delivery as compared to door delivery
(about $80 per address for centralized delivery and $45 per address
for curbside delivery), as well as the costs to install and maintain
curbside and centralized mail receptacles (about $70 to $100 per
business address for installation), CBO estimates that annual sav-
ings under H.R. 5714 would grow to $350 million by 2024 and
would total nearly $2 billion over the 2017-2026 period. Beginning
in 2025, we expect that annual savings would gradually decline as
the Postal Service increased spending or shared savings with its
customers in the form of lower rates.

Other Provisions. Several other provisions of H.R. 5714 could
help the Postal Service in its efforts to lower its net costs; however,
CBO has not estimated additional savings for those provisions be-
cause it is not clear that any savings would exceed what we expect
will be achieved under current law or under other provisions of the
legislation.

H.R. 5714 would authorize the Postal Service to establish a pro-
gram to provide services for agencies of state, local, or tribal gov-
ernments for a fee. Implementing this program would require the
Postal Service to offer cost-effective alternatives for services to
states or localities. This program might increase USPS revenues
but also would add to its costs. CBO has no information that would
allow us to predict the cost-effectiveness of such new ventures.

The bill also would reform certain Postal Service contracting
practices. These changes might reduce USPS costs, but CBO ex-
pects that any net savings probably would be indistinguishable
from savings that would result from the Postal Service’s current ef-
forts to improve procurement practices.

Health benefits

Many of the changes in H.R. 5714 would affect how health care
is provided to all federal annuitants and employees. As shown in
Table 4, those changes would affect direct spending (both on- and
off-budget) as well as spending subject to appropriation. CBO esti-
mates that enacting the bill would, on net, increase direct spending
(in the unified budget) by $4.7 billion over the 2017—-2026 period
to provide health care to postal and other federal employees and
annuitants. In addition, implementing the bill would reduce discre-
tionary spending by $1.8 billion over the 2017-2026 period for pro-
viding health care to federal employees, assuming appropriation ac-
tions consistent with that estimate.
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Background. Under current law, USPS employees and annu-
itants receive health insurance benefits through the FEHB pro-
gram, which also covers nonpostal civilian federal employees and
annuitants. Insurance plans that participate in the FEHB program
charge premiums that are the same for all participants, regardless
of whether the participant is affiliated with the USPS or not, or is
an employee or an annuitant. The Postal Service is obligated to
contribute to the health insurance premiums of its current and re-
tired employees who participate in the FEHB program. (Postal
Service payments to FEHB are off-budget direct spending.) In 2016
the agency made direct payments for retirees’ premiums to the
FEHB fund totaling nearly $3.5 billion.

Under current law, the Postal Service also was required to make
a payment in 2016 to the Postal Service Retiree Health Benefits
Fund (PSRHBF) to prefund the health obligations of its future re-
tirees. (Such payments have no effect on the unified budget be-
cause the off-budget payments are offset exactly by the on-budget
receipt of the payments.) However, because of the Postal Service’s
poor financial condition, it has not made those statutorily specified
payments since 2010, including $5.8 billion for 2016.

Starting in 2017, the Postal Service will no longer make pay-
ments directly to the FEHB fund for its annuitants. Rather, under
current law, the Postal Service will be required to make payments
to the PSRHBF to cover the future health care liabilities accruing
to current employees (known as normal costs) and to eliminate the
unfunded liability for retirees’ health benefits (known as amortiza-
tion payments). CBO estimates that required payments for normal
costs and amortization payments will sum to nearly $7 billion in
fiscal year 2017. The PSRHBF will then have to make payments
to the FEHB program in 2017 and thereafter for the Postal Serv-
ice’s share of premiums. Because of its poor financial condition, we
expect that the Postal Service will not make any of those normal
or amortization payments over the 2017-2026 period; nevertheless,
CBO estimates that the PSRHBF will pay the required premiums
through 2026. (If the Postal Service does not make those
intragovernmental payments, CBO expects that it will spend that
money on its current operations, including capital improvements,
and thus increase federal outlays over the period.)

Postal Service Health Benefits Program. H.R. 5714 would change
how the federal government provides health insurance for USPS
employees and annuitants. The legislation would direct OPM to es-
tablish a new Postal Service Health Benefits (PSHB) program in
2018 (similar to the FEHB program), under which Postal Service
employees and annuitants could enroll to receive health insurance
from qualifying plans. Premiums in the PSHB program would be
set based on the expected health care costs of only those USPS em-
ployees, annuitants, and dependents who participate in the pro-
gram. (Premiums in the FEHB program would be set based on the
expected health care costs of the nonpostal enrollees that remained
in that program.) In addition, the bill would require all eligible
postal annuitants who participate in the PSHB program to enroll
in Medicare. Finally, PSHB plans would be required to participate
in Medicare Part D and would thereby receive subsidies related to
prescription drugs.
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Postal Service employees and annuitants would be in the same
risk pool, so premiums would be the same for both groups; how-
ever, H.R. 5714 would change the basis for providing funds to and
making payments from the PSRHBF to cover the cost of health
care claims of Postal Service annuitants. CBO expects that the cost
of health care claims would be lower for annuitants than for USPS
employees because the bill would effectively shift some spending to
Medicare Parts B and D. Thus, that change would reduce both the
amount that the USPS would have to pay into the PSRHBF and
the amount that the PSRHBF would pay to PSHB plans.

Medicare. Because H.R. 5714 would require Medicare-eligible an-
nuitants who had been employed by the Postal Service to partici-
pate in Medicare Part B, Medicare would become the primary
payer for certain services. The PSHB plans would pay cost-sharing
for those beneficiaries’ health care services. In addition, the bill
would require the USPS to contribute towards the Medicare Part
B premiums of annuitants that newly enroll in Medicare under the
legislation. The mechanism by which the Centers for Medicare and
Medicaid Services (CMS) would collect those premium payments is
not specified, but for purposes of this estimate, CBO assumes that
the USPS would make the required payments for Medicare pre-
miums and that CMS would collect the remaining premiums from
USPS annuitants. Finally, H.R. 5714 would require PSHB plans to
participate in Medicare Part D. As a result, Medicare Part D would
make certain payments to those PSHB plans.

Based on an analysis of Medicare spending and an estimate of
the number of annuitants who would gain Medicare coverage under
the legislation, CBO estimates that enacting H.R. 5714 would:

e Increase on-budget direct spending for Medicare by about
$7.8 billion over the 2017—2026 period, net of Medicare Part B
premiums that would be paid by postal annuitants;

e Increase off-budget direct spending by $0.1 billion over the
20172026 period for the portion of Part B premiums that the
USPS would pay under the bill; and

e Decrease on-budget direct spending by $0.1 billion, reflect-
ing receipts of Part B premiums paid by the USPS.

PSHB. CBO anticipates that shifting the primary responsibility
for covering certain health care services from PSHB plans to the
Medicare program would decrease costs to the Postal Service. As a
result, CBO estimates that the PSHB premiums for postal employ-
ees and annuitants would be lower than the FEHB premiums those
people will face under current law. The legislation is unclear
whether PSHB plans would receive payments related to prescrip-
tion drugs under the Retiree Drug Subsidy (RDS) program or the
Employer Group Waiver Plan (EGWP) program. For purposes of
this estimate, CBO assumes that plans would participate under the
RDS program. Enacting H.R. 5714 would:

e Decrease net off-budget direct spending for the Postal
Service by $0.8 billion over the 2017-2026 period because of a
reduction in premiums for current postal workers; and

e Decrease on-budget direct spending $0.9 billion over the
2017-2026 period for payments from the PSRHBF because of
a reduction in premiums for annuitants in the Postal Service.

Under the bill, Medicare would pay most of the health care costs
for eligible beneficiaries and PSHB plans would pay for the cost
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sharing (for example, copayments and deductibles) when those
beneficiaries receive health care services. Consequently, the health
claims paid by PSHB plans would be less for annuitants than for
postal employees. Because premiums would be based on the ex-
pected claims for all people participating in PSHB plans (current
USPS employees and annuitants), the premiums would be higher
for annuitants and lower for employees than their expected health
claims. As discussed previously, payments from the PSRHBF would
only cover the health claims of USPS annuitants; therefore, the
total payments into the PSHB fund would not be sufficient to cover
the required payments for premiums for annuitants. Insurance
plans probably would not agree to participate in the PSHB pro-
gram if premiums were not paid in full—consequently, CBO ex-
pects that the USPS would have to make additional payments to
cover the difference. For purposes of this estimate, CBO assumes
the USPS would make those payments to OPM, and that OPM
would make premium payments to PSHB plans. Based on an anal-
ysis of FEHB premiums and the health care spending of USPS an-
nuitants, CBO estimates that enacting the bill would:

e Decrease on-budget direct spending by $6.2 billion over the
2017-2026 period, for payments from the PSRHBF to PSHB
plans; and

e Increase off-budget direct spending by the same amount—
$6.2 billion over the 2017—2026 period—for payments from the
USPS to OPM.

FEHB. Creating two different groups of federal employees for the
purpose of calculating health insurance premiums (FEHB and
PSHB) would effectively lower the cost of providing insurance to
the nonpostal enrollees who remained in the FEHB program. Pre-
miums charged to nonpostal enrollees in the FEHB program would
be based on expected health costs of the employees, annuitants,
and dependents remaining in the FEHB program. Because non-
postal enrollees cost FEHB plans slightly less than postal enrollees,
on average, CBO estimates that premiums in the FEHB program
would be lower than under current law.

The estimated reduction in federal costs results from lower fed-
eral payments for the government’s share of FEHB premiums. In
2015, the federal government contributions to the premiums of the
nonpostal enrollees in the FEHB program averaged 71 percent of
premiums. In total, CBO estimates that:

e Enacting the bill would reduce on-budget direct spending
for the premiums of nonpostal annuitants by about $1.4 billion
over the 2017-2026 period. Premium payments for annuitants
are classified as direct spending; and

e Implementing the bill would reduce federal outlays for
health insurance premiums for nonpostal employees by about
$1.8 billion over the 2017-2026 period. The government’s con-
tributions for those premiums for active employees are subject
to appropriation and thus classified as discretionary spending.

Retirement benefits

Enacting H.R. 5714 would affect the contributions for retirement
benefits made by the Postal Service and other federal agencies (see
Tables 2 and 3). In total, CBO estimates that enacting the bill
would increase net direct spending for federal retirement benefits



44

(in the unified budget) by $0.2 billion over the 2017-2026 period.
Additionally, implementing the bill would increase discretionary
costs related to retirement benefits by $5.9 billion for increased
contributions by federal agencies to the Civil Service Retirement
and Disability Fund (CSRDF), subject to the availability of appro-
priations. (Those increased contributions would be recorded as off-
settir)lg receipts to the fund and would have no net budgetary im-
pact.

Background. H.R. 5714 would direct OPM to use economic and
demographic factors specific to Postal Service employees, rather
than government-wide data, to calculate annual contributions that
the USPS is required to make to federal retirement accounts under
the Federal Employees Retirement System (FERS).

For 2015, the Postal Service made about $3.5 billion in contribu-
tions to the CSRDF for FERS employees and also was required to
make an amortization payment of about $240 million for those em-
ployees. The agency currently makes no contributions for employ-
ees in the Civil Service Retirement System (CSRS). Beginning in
fiscal year 2017, the Postal Service is required to make annual pay-
ments, amortized over 27 years, to liquidate any unfunded liability
as estimated by OPM for retirees’ CSRS pension benefits. (The un-
funded liability is the total liability accrued to date for retirees’
pension benefits minus the balance of the CSRDF attributable to
Postal Service contributions.)

Because of the Postal Service’s poor financial condition, CBO ex-
pects that the USPS will not make the amortization payments for
FERS or CSRS over the 2017-2026 period. We expect the Postal
Service to continue to contribute to the CSRDF for FERS employ-
ees each year.

CSRDF Payments. Based on an analysis conducted by OPM in
2014, CBO estimates that enacting H.R. 5714 would lower the
Postal Service’s annual employer contribution for FERS employees
by between 0.1 percent and 0.2 percent of salary because Postal
Service employees tend to have lower salaries and higher mortality
rates (when retired) compared with the averages for all federal em-
ployees. CBO estimates that enacting this provision would:

e Decrease off-budget direct spending for Postal Service con-
tributions to the CSRDF by about $420 million over the 2017-
2026 period; and

e Increase on-budget direct spending by $420 million over
the 2017-2026 period because offsetting receipts in the CSRDF
would decline by the same amount the Postal Service saved.

However, CBO expects that lowering retirement expenses for the
USPS would lead the agency to modify its current efforts to reduce
spending. In recent years, the agency has implemented severe
measures such as curtailing capital spending, closing mail proc-
essing facilities, making major reductions in service standards, and
either deferring or failing to make certain required payments to
certain funds in the Treasury. CBO expects that enacting legisla-
tion to lower retirement expenses for the USPS would lead the
agency to alter its cost-reduction program by cutting spending
somewhat less severely than it would without the legislation. Thus,
CBO estimates that under the proposal, the Postal Service would
decrease off-budget spending by about half of the savings in retire-
ment contributions—about $210 million over the 2017-2026 period.
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Payments by Federal Agencies. Because H.R. 5714 would require
the use of postal-specific economic and demographic factors to cal-
culate the employer contribution toward retirement that the USPS
makes on behalf of its employees, the amount of employer contribu-
tions required from most other federal agencies would be increased.
OPM expects that using economic and demographic factors that ex-
clude postal workers from the calculation of the contributions re-
quired of other agencies would raise their contribution rates by
about 0.3 percent of salary. Based on that assumption, CBO esti-
mates that such an increase in contributions would increase spend-
ing subject to appropriation by about $5.9 billion over the 2017—
2026 period. (That cost would be offset by additional receipts to the
CSRDF and thus would have no net effect on future deficits.) How-
ever, the basis of such a disparate effect on the change in contribu-
tion rates between the USPS and nonpostal agencies is unclear to
CBO. OPM has noted that their assumptions could change upon an
updated analysis and review of the USPS and nonpostal experi-
ence.

USPS Office of Inspector General

H.R. 5714 would merge the Office of Inspector General (OIG) of
the USPS and the OIG of the Postal Regulatory Commission and
would require the newly formed office to comply with certain hir-
ing, employment, and contracting practices under Title 5 of the
United States Code. This would increase costs for the administra-
tion of personnel benefits for about 1,200 employees. Based on an
analysis of information from the OIG for the USPS, we estimate
that total costs would be about $3 million in 2017 and about $5
million annually thereafter, assuming appropriation of the nec-
essary amounts (see Table 3).

Pay-As-You-Go considerations: The Statutory Pay-As-You-Go Act
of 2010 establishes budget-reporting and enforcement procedures
for legislation affecting direct spending or revenues. Only on-budg-
et changes to outlays or revenues are subject to pay-as-you-go pro-
cedures. The net changes in outlays that are subject to those pay-
as-you-go procedures are shown in the following table.

TABLE 5—CBO ESTIMATE OF PAY-AS-YOU-GO EFFECTS FOR H.R. 5714, THE POSTAL SERVICE RE-
FORM ACT OF 2016, AS ORDERED REPORTED BY THE HOUSE COMMITTEE ON OVERSIGHT AND
GOVERNMENT REFORM ON JULY 12, 2016

By fiscal year, in millions of dollars—

2017- 2017-
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2001 2026

NET INCREASE OR DECREASE (—) IN THE ON-BUDGET DEFICIT

Statutory Pay-As-You-
Go Impact ......cc...... 28 —13 —-102 -10 -19 13 -35 -83 —-61 -79 -—116 —361

Increase in long-term direct spending and deficits: CBO esti-
mates that enacting the legislation would not increase net direct
spending or on-budget deficits in any of the four consecutive 10-
year periods beginning in 2027.

Intergovernmental and private-sector impact: By increasing post-
al rates for public and private mailers, H.R. 5714 would impose
intergovernmental and private-sector mandates as defined in
UMRA. The bill also would impose mandates on some postal annu-
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itants by requiring them to enroll in Medicare, if eligible. CBO esti-
mates that the annual costs to public entities of complying with the
mandate that increases postal rates would exceed the threshold es-
tablished in UMRA for intergovernmental mandates ($77 million in
2016, adjusted annually for inflation) in four of the first five years
after the rate increase becomes effective. CBO estimates the aggre-
gate annual costs of the mandates on private entities (including the
rate increase) would exceed the threshold established in UMRA for
private-sector mandates ($154 million in 2016, adjusted annually
gor inflation) in each of the first five years the mandates are in ef-
ect.

Mandates on public and private mailers

Section 207 of H.R. 5714 would make permanent an increase in
postal rates for certain products, including those for which the
Postal Service has a statutory monopoly, increasing the postage
rate for first-class mail and other market dominant products by 1
cent. Because the USPS holds a statutory monopoly on first class
mail, standard mail, and periodicals placed in USPS mail boxes, an
increase in postal rates would constitute a mandate on public and
private entities that mail those items through the USPS. The cost
of the mandate would be the additional cost of mailing those items.

On the basis of projections of the amount of first class mail,
standard mail, and periodicals that are expected to be sent at the
increased rate, CBO estimates that the additional cost to public
and private entities would total about $620 million in 2017, in-
creasing to about $870 million annually through 2021 and falling
thereafter. (Those figures exclude additional amounts paid for other
postal services and amounts paid by the federal government for
postal services.) Taking into account the size of state and local gov-
ernments as a percentage of the economy, CBO estimates that the
intergovernmental mandate would cost about $70 million in 2017
and increase to about $100 million annually over the next four
years. For private mailers, CBO estimates that the increase in
postal rates would total about $550 million in 2017 and increase
to about $770 million annually over the next four years.

The bill also would impose a private-sector mandate on national
and state political committees by repealing their current discount
on postal rates for third-class letters (standard mail). Based on the
information from political committees and the USPS, CBO esti-
mates that the cost of the mandate would average about $5 million
annually.

Mandate on postal annuitants

The bill would require all postal annuitants enrolled in Postal
Service health plans to enroll in Medicare, if they are eligible.
Those postal annuitants would be required to pay new premiums
associated with mandatory Medicare enrollment and additional
amounts for health care services. However, Postal Service health
plans pay a share of the cost of annuitants’ health care services,
and CBO estimates that the aggregate additional cost for those an-
nuitants would be offset by those contributions.

Estimate prepared by: Federal costs: Paul Masi—Health care
provisions; Amber Marcellino—Retirement (discretionary effect);
Mark Grabowicz—All other. Impact on state, local, and tribal gov-
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ernments: Zachary Byrum. Impact on the private sector: Paige
Piper/Bach.

Estimate approved by: H. Samuel Papenfuss, Deputy Assistant
Director for Budget Analysis.

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
and existing law in which no change is proposed is shown in
roman):

TITLE 5, UNITED STATES CODE

* * *k & * * *k

PART III—-EMPLOYEES

* * * * * * *

SUBPART G—INSURANCE AND ANNUITIES

* * *k & * * *

CHAPTER 83—RETIREMENT

* * *k & * * *

SUBCHAPTER III—CIVIL SERVICE RETIREMENT

* * *k & * * *k

§ 8348. Civil Service Retirement and Disability Fund

(a) There is a Civil Service Retirement and Disability Fund. The
Fund—
(1) is appropriated for the payment of—

(A) benefits as provided by this subchapter or by the pro-
visions of chapter 84 of this title which relate to benefits
payable out of the Fund; and

(B) administrative expenses incurred by the Office of
Personnel Management in placing in effect each annuity
adjustment granted under section 8340 or 8462 of this
title, in administering survivor annuities and elections pro-
viding therefor under sections 8339 and 8341 of this title
or subchapters II and IV of chapter 84 of this title, in ad-
ministering alternative forms of annuities under sections
8343a and 8420a (and related provisions of law), in mak-
ing an allotment or assignment made by an individual
under section 8345(h) or 8465(b) of this title, and in with-
holding taxes pursuant to section 3405 of title 26 or sec-
tion 8345(k) or 8469 of this title;

(2) is made available, subject to such annual limitation as
the Congress may prescribe, for any expenses incurred by the
Office in connection with the administration of this chapter,
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chapter 84 of this title, and other retirement and annuity stat-
utes; and

(8) is made available, subject to such annual limitation as
the Congress may prescribe, for any expenses incurred by the
Merit Systems Protection Board in the administration of ap-
peials authorized under sections 8347(d) and 8461(e) of this
title.

(b) The Secretary of the Treasury may accept and credit to the
Fund money received in the form of a donation, gift, legacy, or be-
quest, or otherwise contributed for the benefit of civil-service em-
ployees generally.

(c) The Secretary shall immediately invest in interest-bearing se-
curities of the United States such currently available portions of
the Fund as are not immediately required for payments from the
Fund. The income derived from these investments constitutes a
part of the Fund.

(d) The purposes for which obligations of the United States may
be issued under chapter 31 of title 31 are extended to authorize the
issuance at par of public-debt obligations for purchase by the Fund.
The obligations issued for purchase by the Fund shall have matu-
rities fixed with due regard for the needs of the Fund and bear in-
terest at a rate equal to the average market yield computed as of
the end of the calendar month next preceding the date of the issue,
borne by all marketable interest-bearing obligations of the United
States then forming a part of the public debt which are not due or
callable until after the expiration of 4 years from the end of that
calendar month. If the average market yield is not a multiple of 1/
8 of 1 percent, the rate of interest on the obligations shall be the
multiple of 1/8 of 1 percent nearest the average market yield.

(e) The Secretary may purchase other interest-bearing obliga-
tions of the United States, or obligations guaranteed as to both
principal and interest by the United States, on original issue or at
the market price only if he determines that the purchases are in
the public interest.

(f) Any statute which authorizes—

(1) new or liberalized benefits payable from the Fund, includ-
in% annuity increases other than under section 8340 of this
title;

(2) extension of the coverage of this subchapter to new
groups of employees; or

(3) increases in pay on which benefits are computed;

is deemed to authorize appropriations to the Fund to finance the
unfunded liability created by that statute, in 30 equal annual in-
stallments with interest computed at the rate used in the then
most recent valuation of the Civil Service Retirement System and
with the first payment thereof due as of the end of the fiscal year
in which each new or liberalized benefit, extension of coverage, or
increase in pay is effective.

(g) At the end of each fiscal year, the Office shall notify the Sec-
retary of the Treasury of the amount equivalent to (1) interest on
the unfunded liability computed for that year at the interest rate
used in the then most recent valuation of the System, and (2) that
portion of disbursement for annuities for that year which the Office
estimates is attributable to credit allowed for military service, less
an amount determined by the Office to be appropriate to reflect the
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value of the deposits made to the credit of the Fund under section
8334(j) of this title. Before closing the accounts for each fiscal year,
the Secretary shall credit to the Fund, as a Government contribu-
tion, out of any money in the Treasury of the United States not
otherwise appropriated, the following percentages of such amounts:
10 percent for 1971; 20 percent for 1972; 30 percent for 1973; 40
percent for 1974; 50 percent for 1975; 60 percent for 1976; 70 per-
cent for 1977; 80 percent for 1978; 90 percent for 1979; and 100
percent for 1980 and for each fiscal year thereafter.

(h)(1) In this subsection, the term “Postal surplus or supple-
mental liability” means the estimated difference, as determined by
the Office, between—

(A) the actuarial present value of all future benefits payable
from the Fund under this subchapter to current or former em-
ployees of the United States Postal Service and attributable to
civilian employment with the United States Postal Service; and

(B) the sum of—

(i) the actuarial present value of deductions to be with-
held from the future basic pay of employees of the United
States Postal Service currently subject to this subchapter
under section 8334;

(i1) that portion of the Fund balance, as of the date the
Postal surplus or supplemental liability is determined, at-
tributable to payments to the Fund by the United States
Postal Service and its employees, minus benefit payments
attributable to civilian employment with the United States
Postal Service, plus the earnings on such amounts while in
the Fund; and

(iii) any other appropriate amount, as determined by the
Office in accordance with generally accepted actuarial
practices and principles.

(2)(A) Not later than June 15, 2007, the Office shall determine
the Postal surplus or supplemental liability, as of September 30,
2006. If that result is a surplus, the amount of the surplus shall
be transferred to the Postal Service Retiree Health Benefits Fund
established under section 8909a by June 30, 2007.

[(B) The Office shall redetermine the Postal surplus or supple-
mental liability as of the close of the fiscal year, for each fiscal year
beginning after September 30, 2007, through the fiscal year ending
September 30, 2038. If the result is a surplus, that amount shall
remain in the Fund until distribution is authorized under subpara-
graph (C). Beginning June 15, 2017, if the result is a supplemental
liability, the Office shall establish an amortization schedule, includ-
ing a series of annual installments commencing on September 30
of the subsequent fiscal year, which provides for the liquidation of
such liability by September 30, 2043.

[(C) As of the close of the fiscal years ending September 30,
2015, 2025, 2035, and 2039, if the result is a surplus, that amount
shall be transferred to the Postal Service Retiree Health Benefits
Fund, and any prior amortization schedule for payments shall be
terminated. ]

(B) The Office shall redetermine the postal surplus or supple-
mental liability as of the close of the fiscal year, for each fiscal year
beginning after September 30, 2015. Subject to subparagraph (C),
beginning June 15, 2017, if the result 1s a surplus or a supple-
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mental liability the Office shall establish an amortization schedule,
including a series of annual installments commencing on September
30 of the subsequent fiscal year, which provides for the liquidation
of such surplus or liability to the Postal Service or the Fund (as the
case may be) by September 30, 2043.

(C) No later than June 30, 2033, the Office shall determine, and
thereafter redetermine as necessary, but not more frequently than
once per year, the appropriate date to complete the liquidation of
any remaining surplus or liability determined under this para-
graph. The determination under this subparagraph shall be set in
accordance with generally accepted actuarial practices and prin-
ciples and shall not be longer than a period of 15 years from the
date on which the determination is made.

(D) Amortization schedules established under this paragraph
shall be set in accordance with generally accepted actuarial prac-
tices and principles, with interest computed at the rate used in the
most recent valuation of the Civil Service Retirement System.

(E) The United States Postal Service shall pay the amounts so
determined to the Office, with payments due not later than the
date scheduled by the Office.

(3) Notwithstanding any other provision of law, in computing the
amount of any payment under any other subsection of this section
that is based upon the amount of the unfunded liability, such pay-
ment shall be computed disregarding that portion of the unfunded
liability that the Office determines will be liquidated by payments
under this subsection.

(4) For the purpose of carrying out paragraph (1), for fiscal year
2013 and each fiscal year thereafter, the Office shall use—

(A) demographic factors specific to current and former em-
ployees of the United States Postal Service, unless such data
cannot be generated; and

(B) economic assumptions regarding wage and salary growth
that reflect the specific past, and likely future, pay for current
employees of the United States Postal Service.

(i)(1) Notwithstanding any other provision of law, the Panama
Canal Commission shall be liable for that portion of any estimated
increase in the unfunded liability of the fund which is attributable
to any benefits payable from the Fund to or on behalf of employees
and their survivors to the extent attributable to the amendments
made by sections 1241 and 1242, and the provisions of sections
1231(b) and 1243(a)(1), of the Panama Canal Act of 1979, and the
amendments made by section 3506 of the Panama Canal Commis-
sion Authorization Act for Fiscal Year 1991.

(2) The estimated increase in the unfunded liability referred to
in paragraph (1) of this subsection shall be determined by the Of-
fice of Personnel Management. The Panama Canal Commission
shall pay to the Fund from funds available to it for that purpose
the amount so determined in annual installments with interest
computed at the rate used in the most recent valuation of the Civil
Service Retirement System.

(j)(1) Notwithstanding subsection (c) of this section, the Secretary
of the Treasury may suspend additional investment of amounts in
the Fund if such additional investment could not be made without
causing the public debt of the United States to exceed the public
debt limit.
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(2) Any amounts in the Fund which, solely by reason of the pub-
lic debt limit, are not invested shall be invested by the Secretary
of the Treasury as soon as such investments can be made without
exceeding the public debt limit.

(3) Upon expiration of the debt issuance suspension period, the
Secretary of the Treasury shall immediately issue to the Fund obli-
gations under chapter 31 of title 31 that (notwithstanding sub-
section (d) of this section) bear such interest rates and maturity
dates as are necessary to ensure that, after such obligations are
issued, the holdings of the Fund will replicate to the maximum ex-
tent practicable the obligations that would then be held by the
Fund if the suspension of investment under paragraph (1) of this
subsection, and any redemption or disinvestment under subsection
(k) of this section for the purpose described in such paragraph, dur-
ing such period had not occurred.

(4) On the first normal interest payment date after the expira-
tion of any debt issuance suspension period, the Secretary of the
Treasury shall pay to the Fund, from amounts in the general fund
of the Treasury of the United States not otherwise appropriated, an
amount determined by the Secretary to be equal to the excess of—

(A) the net amount of interest that would have been earned
by the Fund during such debt issuance suspension period if—
(i) amounts in the Fund that were not invested during
such debt issuance suspension period solely by reason of

the public debt limit had been invested, and
(i1) redemptions and disinvestments with respect to the
Fund which occurred during such debt issuance suspension
period solely by reason of the public debt limit had not oc-
curred, over (B) the net amount of interest actually earned
by the Fund during such debt issuance suspension period.

(5) For purposes of this subsection and subsections (k) and (1) of
this section—

(A) the term “public debt limit” means the limitation im-
posed by section 3101(b) of title 31; and

(B) the term “debt issuance suspension period” means any
period for which the Secretary of the Treasury determines for
purposes of this subsection that the issuance of obligations of
the United States may not be made without exceeding the pub-
lic debt limit.

(k)(1) Subject to paragraph (2) of this subsection, the Secretary
of the Treasury may sell or redeem securities, obligations, or other
invested assets of the Fund before maturity in order to prevent the
Fublic debt of the United States from exceeding the public debt
imit.

(2) The Secretary may sell or redeem securities, obligations, or
other invested assets of the Fund under paragraph (1) of this sub-
section only during a debt issuance suspension period, and only to
the extent necessary to obtain any amount of funds not exceeding
the amount equal to the total amount of the payments authorized
to be made from the Fund under the provisions of this subchapter
or chapter 84 of this title or related provisions of law during such
period. A sale or redemption may be made under this subsection
even if, before the sale or redemption, there is a sufficient amount
in the Fund to ensure that such payments are made in a timely
manner.
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(1)(1) The Secretary of the Treasury shall report to Congress on
the operation and status of the Fund during each debt issuance
suspension period for which the Secretary is required to take action
under paragraph (3) or (4) of subsection (j) of this section. The re-
port shall be submitted as soon as possible after the expiration of
such period, but not later than the date that is 30 days after the
first normal interest payment date occurring after the expiration of
such period.

(2) Whenever the Secretary of the Treasury determines that, by
reason of the public debt limit, the Secretary will be unable to fully
comply with the requirements of subsection (c) of this section, the
Secretary shall immediately notify Congress of the determination.
The notification shall be made in writing.

* * *k & * * *k

CHAPTER 84—FEDERAL EMPLOYEES’ RETIREMENT
SYSTEM

* * * * * * *

SUBCHAPTER II—BASIC ANNUITY

* * & * * * &

§ 8423. Government contributions

(a)(1) Each employing agency having any employees or Members
subject to section 8422(a) shall contribute to the Fund an amount
equal to the sum of—

(A) the product of—

(i) the normal-cost percentage, as determined for em-
ployees (other than employees covered by [subparagraph
(B),1 subparagraph (B) or (C)), multiplied by

(i1) the aggregate amount of basic pay payable by the
agency, for the period involved, to employees (under clause
(i)) who are within such agency; [and]

(B) the product of—

(i) the normal-cost percentage, as determined for Mem-
bers, Congressional employees, law enforcement officers,
members of the Supreme Court Police, firefighters, nuclear
materials couriers, customs and border protection officers,
air traffic controllers, military reserve technicians, and em-
ployees under sections 302 and 303 of the Central Intel-
ligence Agency Retirement Act, multiplied by

(i1) the aggregate amount of basic pay payable by the
agency, for the period involved, to employees and Members
(under clause (i)) who are within such agencyl.l; and

(C) the product of—

(i) the normal-cost percentage, as determined for employ-
ees (other than employees covered by subparagraph (B)) of
the United States Postal Service under paragraph (5), mul-
tiplied by

(i) the aggregate amount of basic pay payable by the
United States Postal Service, for the period involved, to em-
ployees of the United States Postal Service.
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(2)(A) In determining any normal-cost percentage to be applied
under this subsection, amounts provided for under section 8422
shall be taken into account.

(B)(i) Subject to clauses (ii) and (iii), for purposes of any period
in any year beginning after December 31, 2013, the normal-cost
percentage under this subsection shall be determined and applied
as if section 401(b) of the Bipartisan Budget Act of 2013 had not
been enacted.

(i1) Any contributions under this subsection in excess of the
amounts which (but for clause (i)) would otherwise have been pay-
able shall be applied toward reducing the unfunded liability of the
Civil Service Retirement System.

(iii) After the unfunded liability of the Civil Service Retirement
System has been eliminated, as determined by the Office, Govern-
ment contributions under this subsection shall be determined and
made disregarding this subparagraph.

(iv) The preceding provisions of this subparagraph shall be dis-
regarded for purposes of determining the contributions payable by
the United States Postal Service and the Postal Regulatory Com-
mission.

(3) Contributions under this subsection shall be paid—

(A) in the case of law enforcement officers, members of the
Supreme Court Police, firefighters, nuclear materials couriers,
customs and border protection officers, air traffic controllers,
military reserve technicians, and other employees, from the ap-
propriation or fund used to pay such law enforcement officers,
members of the Supreme Court Police, firefighters, nuclear ma-
terials couriers, customs and border protection officers, air traf-
fic controllers, military reserve technicians, or other employees,
respectively;

(B) in the case of elected officials, from an appropriation or
fund available for payment of other salaries of the same office
or establishment; and

(C) in the case of employees of the legislative branch paid by
the Chief Administrative Officer of the House of Representa-
tives, from the applicable accounts of the House of Representa-
tives.

(4) A contribution to the Fund under this subsection shall be de-
posited under such procedures as the Comptroller General of the
United States may prescribe.

(5)(A) In determining the normal-cost percentage for employees of
the United States Postal Service for purposes of paragraph (1)(C),
the Office shall use—

(i) demographic factors specific to such employees, unless
such data cannot be generated; and

(i) economic assumptions regarding wage and salary growth
that reflect the specific past, and likely future, pay for such em-
ployees.

(B) The United States Postal Service shall provide any data or
projections the Office requires in order to determine the normal-cost
percentage for employees of the United States Postal Service, con-
sistent with subparagraph (A).

(C) The Office shall review the determination of the normal-cost
percentage for employees of the United States Postal Service and
make such adjustments as the Office considers necessary—
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(i) upon request of the United States Postal Service, but not
more frequently than once each fiscal year; and

(ii) at such other times as the Office considers appropriate.

(6) For the purpose of carrying out subsection (b)(1)(B), and con-
sistent with paragraph (5), for fiscal year 2013, and each fiscal year
thereafter, the Office shall use—

(A) demographic factors specific to current and former em-
ployees of the United States Postal Service, unless such data
cannot be generated; and

(B) economic assumptions regarding wage and salary growth
that reflect the specific past, and likely future, pay for current
employees of the United States Postal Service.

(b)(1) The Office shall compute—

(A) the amount of the supplemental liability of the Fund
with respect to individuals other than those to whom subpara-
graph (B) relates, and

(B) the amount of the supplemental liability of the Fund
with respect to current or former employees of the United
States Postal Service (and the Postal Regulatory Commission)
and their survivors;

as of the close of each fiscal year beginning after September 30,
1987.

(2) The amount of any supplemental liability computed under
paragraph (1)(A) or (1)(B) shall be amortized in 30 equal annual in-
stallments, with interest computed at the rate used in the most re-
cent valuation of the System.

(3) At the end of each fiscal year, the Office shall notify—

(A) the Secretary of the Treasury of the amount of the in-
stallment computed under this subsection for such year with
respect to individuals under paragraph (1)(A); and

(B) the Postmaster General of the United States of the
amount of the installment computed under this subsection for
such year with respect to individuals under paragraph (1)(B).

(4)(A) Before closing the accounts for a fiscal year, the Secretary
of the Treasury shall credit to the Fund, as a Government contribu-
tion, out of any money in the Treasury of the United States not
otherwise appropriated, the amount under paragraph (3)(A) for
such year.

(B) Upon receiving notification under paragraph (3)(B), the
United States Postal Service shall pay the amount specified in such
notification to the Fund.

(5)(A) In this paragraph, the term “postal funding surplus” means
the amount by which the amount of the supplemental liability com-
puted under paragraph (1)(B) is less than zero.

(B) If the amount of supplemental liability computed under para-
graph (1)(B) as of the close of any fiscal year after the date of enact-
ment of the Postal Service Reform Act of 2016 is less than zero, the
Office shall establish an amortization schedule, including a series
of equal annual installments that—

(i) provide for the liquidation of the postal funding surplus
in 30 years, commencing on September 30 of the subsequent fis-
cal year; and

(iizl shall be transferred to the United States Postal Service
Fund.
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[(5)] (6) For the purpose of carrying out paragraph (1) with re-
spect to any fiscal year, the Office may—

(A) require the Board of Actuaries of the Civil Service Retire-
ment System to make actuarial determinations and valuations,
make recommendations, and maintain records in the same
manner as provided in section 8347(f); and

(B) use the latest actuarial determinations and valuations
made by such Board of Actuaries.

(¢) Under regulations prescribed by the Office, the head of an
agency may request reconsideration of any amount determined to
be payable with respect to such agency under subsection (a) or (b).
Any such request shall be referred to the Board of Actuaries of the
Civil Service Retirement System. The Board of Actuaries shall re-
view the computations of the Office and may make any adjustment
with respect to any such amount which the Board determines ap-
propriate. A determination by the Board of Actuaries under this
subsection shall be final.

* * & * * * &

CHAPTER 89—HEALTH INSURANCE

Sec.
8901. Definitions.

#* % #* #* * # *
8903c. Postal Service Health Benefits Program.

% * # * % * #

§8903. Health benefits plans

The Office of Personnel Management may contract for or approve
the following health benefits plans:

(1) SERVICE BENEFIT PLAN.—One Government-wide plan,
which may be underwritten by participating affiliates licensed
in any number of States, offering [two levels of benefits] 2 lev-
els of benefits for enrollees under this chapter generally and 2
levels of benefits for enrollees under the Postal Service Health
Benefits Program established under section 8903c, under which
payment is made by a carrier under contracts with physicians,
hospitals, or other providers of health services for benefits of
the types described by section 8904(1) of this title given to em-
ployees, annuitants, members of their families, former spouses,
or persons having continued coverage under section 8905a of
this title, or, under certain conditions, payment is made by a
carrier to the employee, annuitant, family member, former
spouse, or person having continued coverage under section
8905a of this title.

(2) INDEMNITY BENEFIT PLAN.—One Government-wide plan,
offering two levels of benefits, under which a carrier agrees to
pay certain sums of money, not in excess of the actual ex-
penses incurred, for benefits of the types described by section
8904(2) of this title.

(3) EMPLOYEE ORGANIZATION PLANS.—Employee organization
plans which offer benefits of the types referred to by section
8904(3) of this title, which are sponsored or underwritten, and
are administered, in whole or substantial part, by employee or-
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ganizations described in section 8901(8)(A) of this title, which
are available only to individuals, and members of their fami-
lies, who at the time of enrollment are members of the organi-
zation.

(4) COMPREHENSIVE MEDICAL PLANS.—

(A) GROUP-PRACTICE PREPAYMENT PLANS.—Group-prac-
tice prepayment plans which offer health benefits of the
types referred to by section 8904(4) of this title, in whole
or in substantial part on a prepaid basis, with professional
services thereunder provided by physicians practicing as a
group in a common center or centers. The group shall in-
clude at least 3 physicians who receive all or a substantial
part of their professional income from the prepaid funds
and who represent 1 or more medical specialties appro-
priate and necessary for the population proposed to be
served by the plan.

(B) INDIVIDUAL-PRACTICE PREPAYMENT PLANS.—Indi-
vidual-practice prepayment plans which offer health serv-
ices in whole or substantial part on a prepaid basis, with
professional services thereunder provided by individual
physicians who agree, under certain conditions approved
by the Office, to accept the payments provided by the
plans as full payment for covered services given by them
including, in addition to in-hospital services, general care
given in their offices and the patients’ homes, out-of-hos-
pital diagnostic procedures, and preventive care, and
which plans are offered by organizations which have suc-
cessfully operated similar plans before approval by the Of-
fice of the plan in which employees may enroll.

(C) MIXED MODEL PREPAYMENT PLANS.—Mixed model
prepayment plans which are a combination of the type of
plans described in subparagraph (A) and the type of plans
described in subparagraph (B).

* * *k & & * *k

SEC. 8903c. POSTAL SERVICE HEALTH BENEFITS PROGRAM.
(a) DEFINITIONS.—In this section—

(1) the term “covered Medicare individual” means an indi-
vidual who is entitled to benefits under part A of title XVIII of
the Social Security Act (42 U.S.C. 1395¢ et seq.), but excluding
an individual who is eligible to enroll under such part under
section 1818 or 1818A of the Social Security Act (42 U.S.C.
139512, 1395i—2a);

(2) the term “initial contract year” means the contract year
beginning in January of 2018;

(3) the term “initial participating carrier” means a carrier
that enters into a contract with the Office to participate in the
Postal Service Health Benefits Program during the initial con-
tract year;

(4) the term “Office” means the Office of Personnel Manage-
ment;

(5) the term “Postal Service” means the United States Postal
Service;

(6) the term “Postal Service annuitant” means an annuitant
enrolled in a health benefits plan under this chapter whose
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Government contribution is paid pursuant to the requirements
of section 8906(g)(2);

(7) the term “Postal Service employee” means an employee of
the Postal Service enrolled in a health benefits plan under this
chapter;

(8) the term “Postal Service Medicare covered annuitant”
means an individual who—

(A) is a Postal Service annuitant; and

(B) is a covered Medicare individual;

(9) the term “Program” means the Postal Service Health Ben-
efits Program established under subsection (¢) within the Fed-
eral Employees Health Benefit Program; and

(10) the term “Program plan” means a health benefits plan
offered under the Program.

(b) APPLICATION.—The requirements under this section shall—

(1) apply to the initial contract year and each contract year
thereafter; and

(2) supersede any other provision of this chapter inconsistent
with such requirements, as determined by the Office.

(¢) ESTABLISHMENT OF THE POSTAL SERVICE HEALTH BENEFITS
PROGRAM.—

(1) IN GENERAL.—The Office shall establish the Postal Service
Health Benefits Program under which the Office contracts with
carriers to offer health benefits plans as described under this
section. Except as otherwise provided under this section, any
such contract shall be consistent with the requirements of this
chapter for contracts under section 8902 with carriers to offer
health benefits plans other than under this section. The Pro-
gram shall—

(A) to the greatest extent practicable, include plans of-
fered by—

(i) each carrier for which the total enrollment in the
plans provided under this chapter includes, in the con-
tract year beginning in January 2017, 1,500 or more
enrollees who are Postal Service employees or Postal
Service annuitants; and

(ii) any other carrier determined appropriate by the
Office;

(B) be available for participation by all Postal Service
employees and Postal Service annuitants, in accordance
with subsection (d);

(C) provide for enrollment in a plan as an individual, for
self plus one, or for self and family; and

(D) not be available for participation by an individual
who is not a Postal Service employee or Postal Service an-
nuitant (except as a family member of such an employee or
annuitant or as provided under paragraph (5)).

(2) SEPARATE POSTAL SERVICE RISK POOL.—The Office shall
ensure that each Program plan includes rates that reasonably
and equitably reflect the cost of benefits provided to a risk pool
consisting solely of Postal Service employees and Postal Service
annuitants (and covered family members of such employees and
annuitants), taking into specific account the reduction in bene-
fits cost for the Program plan due to the Medicare enrollment
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requirements under subsection (e) and any savings or subsidies
resulting from subsection (f)(1).

(3) ACTUARIALLY EQUIVALENT COVERAGE.—The Office shall
ensure that each carrier participating in the Postal Service
Health Benefits Program provides coverage under the Program
plans offered by the carrier that is actuarially equivalent, as de-
termined by the Office, to the coverage that the carrier provides
under the health benefits plans offered by the carrier under this
chapter that are not Program plans.

(4) APPLICABILITY OF FEDERAL EMPLOYEES HEALTH BENEFITS
PROGRAM REQUIREMENTS.—Except as otherwise set forth in this
section, all provisions of this chapter applicable to health bene-
fits plans offered by the carrier under section 8903 or 8903a
shall also apply to plans offered under the Program.

(5) APPLICATION OF CONTINUATION COVERAGE.—In accordance
with rules established by the Office, section 8905a shall apply
to health benefits plans offered under this section in the same
manner as such section applies to other health benefits plans of-
fered under this chapter.

(d) ELECTION OF COVERAGE.—

(1) IN GENERAL.—Except as provided in paragraphs (2) and
(3), each Postal Service employee and Postal Service annuitant
who elects to receive health benefits coverage under this chap-
ter—

(ZZA) shall be subject to the requirements of this section;
an

(B) may not enroll in any other health benefits plan of-
fered under any other section of this chapter.

(2) ANNUITANTS.—

(A) APPLICATION.—A Postal Service annuitant shall not
be subject to the requirements of this section if the Postal
Service annuitant—

(i) is enrolled in a health benefits plan under this
chapter for the contract year immediately preceding the
initial contract year that is not a health benefits plan
offered by an initial participating carrier, unless—

(I) the Postal Service annuitant voluntarily en-
rolls in a Program plan;

(1) the health benefits plan in which such annu-
itant is enrolled for such contract year ceases to be
available; or

(III) the health benefits plan in which such an-
nuitant is enrolled for such contract year becomes
available as a Program plan; or

(it) resides in a geographic area for which there is
not a Program plan in which the Postal Service annu-
itant may enroll.

(B) CHANGED ENROLLMENT.—If a Postal Service annu-
itant changes enrollment to a health benefits plan under
this chapter provided by a different carrier than the health
benefits plan in which such annuitant is enrolled during
the previous contract year, the Postal Service annuitant
may only enroll in a Program plan.

(3) EMPLOYEES.—A Postal Service employee who is enrolled
in a health benefits plan under this chapter for the contract
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year immediately preceding the initial contract year that is not
a health benefits plan offered by an initial participating carrier
s}fLLall not be subject to the requirements of this section, except
that—

(A) if the Postal Service employee changes enrollment to
a different health benefits plan under this chapter during
the open season for the initial contract year, or after the
start of the initial contract year, the Postal Service em-
ployee may only enroll in a Program plan;

(B) if the health benefits plan in which such employee is
enrolled for such contract year becomes available as a Pro-
gram plan, the Postal Service employee may only enroll in
a Program plan;

(C) upon becoming a Postal Service annuitant, if the
Postal Service employee elects to continue coverage under
this chapter, the Postal Service employee shall enroll in a
Program plan during the open season that is—

(i) being held when the Postal Service employee be-
comes a Postal Service annuitant; or

(ii) if the date on which the Postal Service employee
becomes a Postal Service annuitant falls outside of an
opiin season, the first open season following that date;
an

(D) subparagraphs (A), (B), and (C) shall not apply to an
employee who resides in a geographic area for which there
is not a Program plan in which the employee may enroll.

(e) REQUIREMENT OF MEDICARE ENROLLMENT FOR ANNUITANTS
AND THEIR FAMILY MEMBERS.—

(1) POSTAL SERVICE MEDICARE COVERED ANNUITANTS.—A
Postal Service Medicare covered annuitant subject to the re-
quirements of this section may not obtain coverage under this
chapter unless the annuitant is enrolled in part B of title XVIII
of the Social Security Act (42 U.S.C. 1395j et seq.).

(2) MEDICARE COVERED FAMILY MEMBERS.—If a family mem-
ber of a Postal Service annuitant who is subject to the require-
ments of this section is a covered Medicare individual, the fam-
ily member may not be covered under the Program as a family
member of the Postal Service annuitant unless the family mem-
ber is enrolled in part B of title XVIII of the Social Security Act
(42 U.S.C. 1395] et seq.).

(3) PROCESS FOR COORDINATED ELECTION OF ENROLLMENT
UNDER MEDICARE PART B.—The Office shall establish a process
under which—

(A) Postal Service annuitants and family members who
are subject to the requirements of paragraph (1) or (2)—

(i) are informed, at the time of enrollment under this
chapter, of such requirement; and

(it) as a consequence of such enrollment are deemed
to have elected to be enrolled under Medicare part B
(under section 1837(m)(1) of the Social Security Act) in
connection with the enrollment in a Program plan
under this chapter; and

(B) the Office provides the Secretary of Health and
Human Services and the Commissioner of Social Security
in a timely manner with such information respecting such
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annuitants and family members and such election as may
be required to effect their enrollment and coverage under
Medicare part B and this section in a timely manner.

(f) MEDICARE COORDINATION.—

(1) IN GENERAL.—The Office shall require each Program plan
to provide benefits for covered Medicare individuals pursuant to
the standard coordination of benefits method used under this
chapter, rather than the exclusion method or the carve-out
method.

(2) MEDICARE PART D PRESCRIPTION DRUG BENEFITS.—The
Office shall require each Program plan to provide prescription
drug benefits for Postal Service annuitants and family members
who are eligible individuals (as defined in section 1860D-
1(a)(3)(A) of the Social Security Act (42 U.S.C. 1395w-101(a))
in a form and manner that satisfies the requirements for a
qualified retiree prescription drug plan under subsection (a)(2)
of section 1860D-22 of the Social Security Act (42 U.S.C.
1395w-132)), for which plan a waiver or modification of re-
quirements may have been applied pursuant to subsection (b) of
such section. For purposes of such section, a Program plan
shall then be deemed to be a qualified retiree prescription drug
plan and the Federal Government, through the Office, shall be
deemed the sponsor of such plan.

(g) POSTAL SERVICE CONTRIBUTION.—

(1) IN GENERAL.—Subject to subsection (i), for purposes of ap-
plying section 8906(b) to the Postal Service, the weighted aver-
age shall be calculated in accordance with paragraphs (2) and
3).

(2) WEIGHTED AVERAGE CALCULATION.—Not later than Octo-
ber 1 of each year (beginning with 2017), the Office shall deter-
mine the weighted average of the rates established pursuant to
subsection (¢)(2) for Program plans that will be in effect during
the following contract year with respect to—

(A) enrollments for self only;

(B) enrollments for self plus one; and

(C) enrollments for self and family.

(3) WEIGHTING IN COMPUTING RATES FOR INITIAL CONTRACT
YEAR.—In determining such weighted average of the rates for
the initial contract year, the Office shall take into account (for
purposes of section 8906(a)(2)) the enrollment of Postal Service
employees and annuitants in the health benefits plans offered
by the initial participating carriers as of March 31, 2017.

(h) RESERVES.—

(1) SEPARATE RESERVES.—

(A) IN GENERAL.—The Office shall ensure that each Pro-
gram plan maintains separate reserves (including a sepa-
rate contingency reserve) with respect to the enrollees in the
Program plan in accordance with section 8909.

(B) REFERENCES.—For purposes of the Program, each ref-
erence to “the Government” in section 8909 shall be deemed
to be a reference to the Postal Service.

(C) AMOUNTS TO BE CREDITED.—The reserves (including
the separate contingency reserve) maintained by each Pro-
gram plan shall be credited with a proportionate amount
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of the funds in the reserves for health benefits plans offered
by the carrier.

(2) DISCONTINUATION OF PROGRAM PLAN.—In applying section
8909(e) relating to a Program plan that is discontinued, the Of-
fice shall credit the separate Postal Service contingency reserve
maintained under paragraph (1) for that plan only to the sepa-
rate Postal Service contingency reserves of the Program plans
continuing under this chapter.

(i) No EFFECT ON EXISTING LAW.—Nothing in this section shall
be construed as affecting section 1005(f) of title 39 regarding vari-
ations, additions, or substitutions to the provisions of this chapter.

(j) MEDICARE EDUCATION PROGRAM.—Not later than 180 days
after the date of enactment of this section, the Postal Service shall
establish a Medicare Education Program. Under the Program, the
Postal Service shall—

(1) notify retirees and employees of the Postal Service about
the Postal Service Health Benefits Program established under
subsection (c)(1);

(2) provide information regarding the Postal Service Health
Benefits to such retirees and employees, including a description
of the health care options available under such Program, the re-
quirement that retirees be enrolled in Medicare under sub-
section (e)(1), and the operation of the premium transition fund
to be created under section 104 of the Postal Service Reform Act
of 2016; and

(3) respond and provide answers to any inquiry from such
employees and retirees about the Postal Service Health Benefits
Program or Medicare enrollment.

% * * * % * *

§ 8906. Contributions

(a)(1) Not later than October 1 of each year, the Office of Per-
sonnel Management shall determine the weighted average of the
subscription charges that will be in effect during the following con-
tract year with respect to—

(A) enrollments under this chapter for self alone;
(B) enrollments under this chapter for self plus one; and
(C) enrollments under this chapter for self and family.

(2) In determining each weighted average under paragraph (1),
the weight to be given to a particular subscription charge shall,
with respect to each plan (and option) to which it is to apply, be
commensurate with the number of enrollees enrolled in such plan
(and option) as of March 31 of the year in which the determination
is being made.

(3) For purposes of paragraph (2), the term “enrollee” means any
individual who, during the contract year for which the weighted av-
erage is to be used under this section, will be eligible for a Govern-
ment contribution for health benefits.

(b)(1) Except as provided in paragraphs (2) and (3), the biweekly
Government contribution for health benefits for an employee or an-
nuitant enrolled in a health benefits plan under this chapter is ad-
justed to an amount equal to 72 percent of the weighted average
under subsection (a)(1) (A) or (B), as applicable. For an employee,
the adjustment begins on the first day of the employee’s first pay
period of each year. For an annuitant, the adjustment begins on
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the first day of the first period of each year for which an annuity
payment is made.

(2) The biweekly Government contribution for an employee or an-
nuitant enrolled in a plan under this chapter shall not exceed 75
percent of the subscription charge.

(3) In the case of an employee who is occupying a position on a
part-time career employment basis (as defined in section 3401(2) of
this title), the biweekly Government contribution shall be equal to
the percentage which bears the same ratio to the percentage deter-
mined under this subsection (without regard to this paragraph) as
the average number of hours of such employee’s regularly sched-
uled workweek bears to the average number of hours in the regu-
larly scheduled workweek of an employee serving in a comparable
position on a full-time career basis (as determined under regula-
tions prescribed by the Office).

(4) In the case of persons who are enrolled in a health benefits
plan as part of the demonstration project under section 1108 of
title 10, the Government contribution shall be subject to the limita-
tion set forth in subsection (i) of that section.

(c) There shall be withheld from the pay of each enrolled em-
ployee and (except as provided in subsection (i) of this section) the
annuity of each enrolled annuitant and there shall be contributed
by the Government, amounts, in the same ratio as the contribu-
tions of the employee or annuitant and the Government under sub-
section (b) of this section, which are necessary for the administra-
tive costs and the reserves provided for by section 8909(b) of this
title.

(d) The amount necessary to pay the total charge for enrollment,
after the Government contribution is deducted, shall be withheld
from the pay of each enrolled employee and (except as provided in
subsection (1) of this section) from the annuity of each enrolled an-
nuitant. The withholding for an annuitant shall be the same as
that for an employee enrolled in the same health benefits plan and
level of benefits.

(e)(1)(A) An employee enrolled in a health benefits plan under
this chapter who is placed in a leave without pay status may have
his coverage and the coverage of members of his family continued
under the plan for not to exceed 1 year under regulations pre-
scribed by the Office.

(B) During each pay period in which an enrollment continues
under subparagraph (A)—

(i) employee and Government contributions required by this
section shall be paid on a current basis; and

(i1) if necessary, the head of the employing agency shall ap-
prove advance payment, recoverable in the same manner as
under section 5524a(c), of a portion of basic pay sufficient to
pay current employee contributions.

(C) Each agency shall establish procedures for accepting direct
paynlllents of employee contributions for the purposes of this para-
graph.

(2) An employee who enters on approved leave without pay to
serve as a full-time officer or employee of an organization composed
primarily of employees as defined by section 8901 of this title,
within 60 days after entering on that leave without pay, may file
with his employing agency an election to continue his health bene-
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fits enrollment and arrange to pay currently into the Employees
Health Benefits Fund, through his employing agency, both em-
ployee and agency contributions from the beginning of leave with-
out pay. The employing agency shall forward the enrollment
charges so paid to the Fund. If the employee does not so elect, his
enrollment will continue during nonpay status and end as provided
by paragraph (1) of this subsection and implementing regulations.

(3)(A) An employing agency may pay both the employee and Gov-
ernment contributions, and any additional administrative expenses
otherwise chargeable to the employee, with respect to health care
coverage for an employee described in subparagraph (B) and the
family of such employee.

(B) An employee referred to in subparagraph (A) is an employee
who—

(i) is enrolled in a health benefits plan under this chapter;

(i) is a member of a reserve component of the armed forces;

(ii1) is called or ordered to active duty in support of a contin-
gency operation (as defined in section 101(a)(13) of title 10);

(iv) is placed on leave without pay or separated from service
to perform active duty; and

(v) serves on active duty for a period of more than 30 con-
secutive days.

(C) Notwithstanding the one-year limitation on coverage de-
scribed in paragraph (1)(A), payment may be made under this
paragraph for a period not to exceed 24 months.

(f) The Government contribution, and any additional payments
under subsection (e)(3)(A), for health benefits for an employee shall
be paid-—

(1) in the case of employees generally, from the appropriation
or fund which is used to pay the employee;

(2) in the case of an elected official, from an appropriation
or fund available for payment of other salaries of the same of-
fice or establishment;

(3) in the case of an employee of the legislative branch who
is paid by the Chief Administrative Officer of the House of
Representatives, from the applicable accounts of the House of
Representatives; and

(4) in the case of an employee in a leave without pay status,
from the appropriation or fund which would be used to pay the
employee if he were in a pay status.

(g)(1) Except as provided in paragraphs (2) and (3), the Govern-
ment contributions authorized by this section for health benefits for
an annuitant shall be paid from annual appropriations which are
authorized to be made for that purpose and which may be made
available until expended.

(2)(A)(i) The Government contributions authorized by this section
for health benefits for an individual who first becomes an annu-
itant by reason of retirement from employment with the United
States Postal Service on or after July 1, 1971, or for a survivor of
such an individual or of an individual who died on or after July 1,
1971, while employed by the United States Postal Service, [shall
through September 30, 2016, be paid by the United States Postal
Service, and thereafter shall be paid first from the Postal Service
Retiree Health Benefits Fund up to the amount contained in the



64

Fund, with any remaining amount paid by the United States Postal
Service.] shall be paid as provided in clause (ii).

(it) With respect to the Government contributions required to be
paid under clause (i)—

(D) the portion of the contributions that is equal to the amount
of the net claims costs under the enrollment of the individuals
described in clause (i) shall be paid from the Postal Service Re-
tiree Health Benefits Fund up to the amount contained in the
Fund; and

(I1) any remaining amount shall be paid by the United States
Postal Service.

(B) In determining any amount for which the Postal Service is
liable under this paragraph, the amount of the liability shall be
prorated to reflect only that portion of total service which is attrib-
utable to civilian service performed (by the former postal employee
or by the deceased individual referred to in subparagraph (A), as
the case may be) after June 30, 1971, as estimated by the Office
of Personnel Management.

(C) For purposes of this paragraph, the amount of the net claims
costs under the enrollment of an individual described in subpara-
graph (A)(i) shall be the amount, as determined by the Office over
any particular period of time, equal to the difference between—

(i) the sum of—

(I) the costs incurred by a carrier in providing health
services to, paying for health services provided to, or reim-
bursing expenses for health services provided to, the indi-
vidual and any other person covered under the enrollment
of the individual; and

(II) an amount of indirect expenses reasonably allocable
to the provision, payment, or reimbursement described in
subclause (1), as determined by the Office; and

(it) the amount withheld from the annuity of the individual
or otherwise paid by the individual under this section.

(3) The Government contribution for persons enrolled in a health
benefits plan as part of the demonstration project under section
1108 of title 10 shall be paid as provided in subsection (i) of that
section.

(h) The Office shall provide for conversion of biweekly rates of
contribution specified by this section to rates for employees and an-
nuitants paid on other than a biweekly basis, and for this purpose
may provide for the adjustment of the converted rate to the nearest
cent.

(i) An annuitant whose annuity is insufficient to cover the
withholdings required for enrollment in a particular health benefits
plan may enroll (or remain enrolled) in such plan, notwithstanding
any other provision of this section, if the annuitant elects, under
conditions prescribed by regulations of the Office, to pay currently
into the Employees Health Benefits Fund, through the retirement
system that administers the annuitant’s health benefits enroll-
ment, an amount equal to the withholdings that would otherwise
be required under this section.

* * * & * * *
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§8909a. Postal Service Retiree Health [Benefitl Benefits
Fund

(a) There is in the Treasury of the United States a Postal Service
Retiree Health Benefits Fund which is administered by the Office
of Personnel Management.

(b) The Fund is available without fiscal year limitation for pay-
ments required under section 8906(g)(2)(A).

(c) The Secretary of the Treasury shall immediately invest, in in-
terest-bearing securities of the United States such currently avail-
able portions of the Fund as are not immediately required for pay-
ments from the Fund. Such investments shall be made in the same
manner as investments for the Civil Service Retirement and Dis-
ability Fund under section 8348.

(d)(1) Not later than June 30, 2007, and by June 30 of each suc-
ceeding year, the Office shall compute the net present value of the
future payments [required under section 8906(g)(2)(A)] required to
be paid from the Postal Service Retiree Health Benefits Fund under
section 8906(g)(2)(A)(ii)(I) and attributable to the service of Postal
Service employees during the most recently ended fiscal year.

[(2)(A) Not later than June 30, 2007, the Office shall compute,
and by June 30 of each succeeding year, the Office shall recompute
the difference between—

[(i) the net present value of the excess of future payments
required under section 8906(g)(2)(A) for current and future
United States Postal Service annuitants as of the end of the
fiscal year ending on September 30 of that year; and

[(ii)(I) the value of the assets of the Postal Retiree Health
Benefits Fund as of the end of the fiscal year ending on Sep-
tember 30 of that year; and

[(II) the net present value computed under paragraph (1).

[(B) Not later than June 30, 2017, the Office shall compute, and
by June 30 of each succeeding year shall recompute, a schedule in-
cluding a series of annual installments which provide for the lig-
uidation of any liability or surplus by September 30, 2056, or with-
in 15 years, whichever is later, of the net present value determined
under subparagraph (A), including interest at the rate used in that
computation.]

(2)(A) Not later than June 30, 2016, the Office shall compute, and
by June 30 of each succeeding year, the Office shall recompute, a
schedule including a series of annual installments which provide
for the liquidation of the amount described under subparagraph (B)
(regardless of whether the amount is a liability or surplus) by Sep-
tember 30, 2055, or within 15 years, whichever is later, including
interest at the rate used in the computations under this subsection.

(B) The amount described in this subparagraph is the amount, as
of the date on which the applicable computation or recomputation
under subparagraph (A) is made, that is equal to the difference be-
tween—

(i) 100 percent of the Postal Service actuarial liability as of
September 30 of the preceding fiscal year; and

(it) the value of the assets of the Postal Service Retiree Health
Benefits Fund as of September 30 of the preceding fiscal year.

(3)(A) The United States Postal Service shall pay into such
Fund—

(1) $5,400,000,000, not later than September 30, 2007;
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(ii) $5,600,000,000, not later than September 30, 2008;

(iii) $1,400,000,000, not later than September 30, 2009; and

(iv) $5,500,000,000, not later than September 30, 2010[;1.

[(v) $5,500,000,000, not later than August 1, 2012;

[(vi) $5,600,000,000, not later than September 30, 2012;

[(vii) $5,600,000,000, not later than September 30, 2013;

[(viii) $5,700,000,000, not later than September 30, 2014;

[(ix) $5,700,000,000, not later than September 30, 2015; and

[(x) $5,800,000,000, not later than September 30, 2016.1

(B) Not later than September 30, [2017] 2016, and by September
30 of each succeeding year, the United States Postal Service shall
pay into such Fund the sum of—

(i) the net present value computed under [paragraph (1)1
paragraph (1), except to the extent the payment would cause the
value of the assets in the Fund to exceed the Postal Service ac-
tuarial liability; and

(il) any annual installment computed under [paragraph
(2)(B).1 paragraph (2).

[(4) Computations under this subsection shall be made con-
sistent with the assumptions and methodology used by the Office
for financial reporting under subchapter II of chapter 35 of title
31.1

(4) Computations under this subsection shall be based on—

(A) economic and actuarial methods and assumptions con-
sistent with the methods and assumptions used in determining
the Postal surplus or supplemental liability under section
8348(h); and

(B) any other methods and assumptions, including a health
care cost trend rate, that the Director of the Office determines
to be appropriate.

(5)(A)i) Any computation or other determination of the Office
under this subsection shall, upon request of the United States Post-
al Service, be subject to a review by the Postal Regulatory Commis-
sion under this paragraph.

(i) Upon receiving a request under clause (i), the Commission
shall promptly procure the services of an actuary, who shall hold
membership in the American Academy of Actuaries and shall be
qualified in the evaluation of healthcare insurance obligations, to
conduct a review in accordance with generally accepted actuarial
practices and principles and to provide a report to the Commission
containing the results of the review. The Commission, upon deter-
mining that the report satisfies the requirements of this subpara-
graph, shall approve the report, with any comments it may choose
to make, and submit it with any such comments to the Postal Serv-
ice, the Office of Personnel Management, and Congress.

(B) Upon receiving the report under subparagraph (A), the Office
of Personnel Management shall reconsider its determination or re-
determination in light of such report, and shall make any appro-
priate adjustments. The Office shall submit a report containing the
results of its reconsideration to the Commission, the Postal Service,
and Congress.

(6) After consultation with the United States Postal Service, the
Office shall promulgate any regulations the Office determines nec-
essary under this subsection.
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(7) In this subsection, the term “Postal Service actuarial liability”
means the difference between—

(A) the net present value of future payments required to be
paid from the Postal Service Retiree Health Benefits Fund
under section 8906(g)(2)(A)i)(I) for current and future United
States Postal Service annuitants; and

(B) the net present value as computed under paragraph (1)
attributable to the future service of United States Postal Service
employees.

(8) For purposes of computing an amount under paragraph (1) or
(7)(A), section 8906(g)(2)(A)(ii)(I) shall be applied as though “up to
the amount contained in the Fund” were struck.

(e) Subsections (a) through (d) of this section shall be subject to
section 102 of the Postal Service Reform Act of 2016.

* k *k & * k *k

SOCIAL SECURITY ACT

% * * * % * *

TITLE XVIII—HEALTH INSURANCE FOR THE AGED AND
DISABLED

* * k & * * *k

PART B—SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE
AGED AND DISABLED

* * * * * * *

ENROLLMENT PERIODS

SEc. 1837. (a) An individual may enroll in the insurance program
established by this part only in such manner and form as may be
prescribed by regulations, and only during an enrollment period
prescribed in or under this section.

(c) In the case of individuals who first satisfy paragraph (1) or
(2) of section 1836 before March 1, 1966, the initial general enroll-
ment period shall begin on the first day of the second month which
begins after the date of enactment of this title and shall end on
May 31, 1966. For purposes of this subsection and subsection (d),
an individual who has attained age 65 and who satisfies paragraph
(1) of section 1836 but not paragraph (2) of such section shall be
treated as satisfying such paragraph (1) on the first day on which
he is (or on filing application would have been) entitled to hospital
insurance benefits under part A.

(d) In the case of an individual who first satisfies paragraph (1)
or (2) of section 1836 on or after March 1, 1966, his initial enroll-
ment period shall begin on the first day of the third month before
the month in which he first satisfies such paragraphs and shall end
seven months later. Where the Secretary finds that an individual
who has attained age 65 failed to enroll under this part during his
initial enrollment period (based on a determination by the Sec-
retary of the month in which such individual attained age 65), be-
cause such individual (relying on documentary evidence) was mis-
taken as to his correct date of birth, the Secretary shall establish
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for such individual an initial enrollment period based on his attain-
ing age 65 at the time shown in such documentary evidence (with
a coverage period determined under section 1838 as though he had
attained such age at that time).

(e) There shall be a general enrollment period during the period
beginning on January 1 and ending on March 31 of each year.

(f) Any individual—

(1) who is eligible under section 1836 to enroll in the medical
insurance program by reason of entitlement to hospital insur-
ance benefits as described in paragraph (1) of such section, and

(2) whose initial enrollment period under subsection (d) be-
gins after March 31, 1973, and

(3) who is residing in the United States, exclusive of Puerto
Rico,

shall be deemed to have enrolled in the medical insurance program
established by this part.

(g) All of the provisions of this section shall apply to individuals
satisfying subsection (f), except that—

(1) in the case of an individual who satisfies subsection (f)
by reason of entitlement to disability insurance benefits de-
scribed in section 226(b), his initial enrollment period shall
begin on the first day of the later of (A) April 1973 or (B) the
third month before the 25th month of such entitlement, and
shall reoccur with each continuous period of eligibility (as de-
fined in section 1839(d)) and upon attainment of age 65;

(2)(A) in the case of an individual who is entitled to monthly
benefits under section 202 or 223 on the first day of his initial
enrollment period or becomes entitled to monthly benefits
under section 202 during the first 3 months of such period, his
enrollment shall be deemed to have occurred in the third
month of his initial enrollment period, and

(B) in the case of an individual who is not entitled to benefits
under section 202 on the first day of his initial enrollment pe-
riod and does not become so entitled during the first 3 months
of such period, his enrollment shall be deemed to have oc-
curred in the month in which he files the application estab-
lishing his entitlement to hospital insurance benefits provided
such filing occurs during the last 4 months of his initial enroll-
ment period; and

(3) 1in the case of an individual who would otherwise satisfy
subsection (f) but does not establish his entitlement to hospital
insurance benefits until after the last day of his initial enroll-
ment period (as defined in subsection (d) of this section), his
enrollment shall be deemed to have occurred on the first day
of the earlier of the then current or immediately succeeding
general enrollment period (as defined in subsection (e) of this
section).

(h) In any case where the Secretary finds that an individual’s en-
rollment or nonenrollment in the insurance program established by
this part or part A pursuant to section 1818 is unintentional, inad-
vertent, or erroneous and is the result of the error, misrepresenta-
tion, or inaction of an officer, employee, or agent of the Federal
Government, or its instrumentalities, the Secretary may take such
action (including the designation for such individual of a special
initial or subsequent enrollment period, with a coverage period de-
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termined on the basis thereof and with appropriate adjustments of
premiums) as may be necessary to correct or eliminate the effects
of such error, misrepresentation, or inaction.

(1)(1) In the case of an individual who—

(A) at the time the individual first satisfies paragraph (1) or
(2) of section 1836, is enrolled in a group health plan described
in section 1862(b)(1)(A)(v) by reason of the individual’s (or the
individual’s spouse’s) current employment status, and

(B) has elected not to enroll (or to be deemed enrolled) under
this section during the individual’s initial enrollment period,

there shall be a special enrollment period described in paragraph
(8). In the case of an individual not described in the previous sen-
tence who has not attained the age of 65, at the time the individual
first satisfies paragraph (1) of section 1836, is enrolled in a large
group health plan (as that term is defined in section
1862(b)(1)(B)(iii)) by reason of the individual’s current employment
status (or the current employment status of a family member of the
individual), and has elected not to enroll (or to be deemed enrolled)
under this section during the individual’s initial enrollment period,
there shall be a special enrollment period described in paragraph
(3)(B).
(2) In the case of an individual who—

(A)(1) has enrolled (or has been deemed to have enrolled) in
the medical insurance program established under this part
during the individual’s initial enrollment period, or (ii) is an in-
dividual described in paragraph (1)(A);

(B) has enrolled in such program during any subsequent spe-
cial enrollment period under this subsection during which the
individual was not enrolled in a group health plan described in
section 1862(b)(1)(A)(v) by reason of the individual’s (or indi-
vidual’s spouse’s) current employment status; and

(C) has not terminated enrollment under this section at any
time at which the individual is not enrolled in such a group
health plan by reason of the individual’s (or individual’s
spouse’s) current employment status,

there shall be a special enrollment period described in paragraph
(3). In the case of an individual not described in the previous sen-
tence who has not attained the age of 65, has enrolled (or has been
deemed to have enrolled) in the medical insurance program estab-
lished under this part during the individual’s initial enrollment pe-
riod, or is an individual described in the second sentence of para-
graph (1), has enrolled in such program during any subsequent
special enrollment period under this subsection during which the
individual was not enrolled in a large group health plan (as that
term is defined in section 1862(b)(1)(B)(iii)) by reason of the indi-
vidual’s current employment status (or the current employment
status of a family member of the individual), and has not termi-
nated enrollment under this section at any time at which the indi-
vidual is not enrolled in such a large group health plan by reason
of the individual’s current employment status (or the current em-
ployment status of a family member of the individual), there shall
be a special enrollment period described in paragraph (3)(B).

(3)(A) The special enrollment period referred to in the first sen-
tences of paragraphs (1) and (2) is the period including each month
during any part of which the individual is enrolled in a group
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health plan described in section 1862(b)(1)(A)(v) by reason of cur-
rent employment status ending with the last day of the eighth con-
secutive month in which the individual is at no time so enrolled.

(B) The special enrollment period referred to in the second sen-
tences of paragraphs (1) and (2) is the period including each month
during any part of which the individual is enrolled in a large group
health plan (as that term is defined in section 1862(b)(1)(B)(ii1)) by
reason of the individual’s current employment status (or the cur-
rent employment status of a family member of the individual) end-
ing with the last day of the eighth consecutive month in which the
individual is at no time so enrolled.

(4)(A) In the case of an individual who is entitled to benefits
under part A pursuant to section 226(b) and—

(i) who at the time the individual first satisfies paragraph (1)
of section 1836—

(I) is enrolled in a group health plan described in section
1862(b)(1)(A)(v) by reason of the individual’s current or
former employment or by reason of the current or former
employment status of a member of the individual’s family,
and

(II) has elected not to enroll (or to be deemed enrolled)
under this section during the individual’s initial enroll-
ment period; and

(i1) whose continuous enrollment under such group health
plan is involuntarily terminated at a time when the enrollment
under the plan is not by reason of the individual’s current em-
ployment or by reason of the current employment of a member
of the individual’s family,

there shall be a special enrollment period described in subpara-
graph (B).

(B) The special enrollment period referred to in subparagraph (A)
is the 6-month period beginning on the first day of the month
which includes the date of the enrollment termination described in
subparagraph (A)Gi).

(j) In applying this section in the case of an individual who is en-
titled to benefits under part A pursuant to the operation of section
226(h), the following special rules apply:

(1) The initial enrollment period under subsection (d) shall
begin on the first day of the first month in which the indi-
vidual satisfies the requirement of section 1836(1).

(2) In applying subsection (g)(1), the initial enrollment period
shall begin on the first day of the first month of entitlement
to disability insurance benefits referred to in such subsection.

(k)(1) In the case of an individual who—

(A) at the time the individual first satisfies paragraph (1) or
(2) of section 1836, is described in paragraph (3), and has elect-
ed not to enroll (or to be deemed enrolled) under this section
during the individual’s initial enrollment period; or

(B) has terminated enrollment under this section during a
month in which the individual is described in paragraph (3),

there shall be a special enrollment period described in paragraph
(2).

(2) The special enrollment period described in this paragraph is

the 6-month period beginning on the first day of the month which
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includes the date that the individual is no longer described in para-
graph (3).

(3) For purposes of paragraph (1), an individual described in this
paragraph is an individual who—

(A) is serving as a volunteer outside of the United States
through a program—

(i) that covers at least a 12-month period; and

(ii) that is sponsored by an organization described in sec-
tion 501(c)(3) of the Internal Revenue Code of 1986 and ex-
empt from taxation under section 501(a) of such Code; and

(B) demonstrates health insurance coverage while serving in
the program.

(1)(1) In the case of any individual who is a covered beneficiary
(as defined in section 1072(5) of title 10, United States Code) at the
time the individual is entitled to part A under section 226(b) or sec-
tion 226A and who is eligible to enroll but who has elected not to
enroll (or to be deemed enrolled) during the individual’s initial en-
rollment period, there shall be a special enrollment period de-
scribed in paragraph (2).

(2) The special enrollment period described in this paragraph,
with respect to an individual, is the 12-month period beginning on
the day after the last day of the initial enrollment period of the in-
dividual or, if later, the 12-month period beginning with the month
the individual is notified of enrollment under this section.

(3) In the case of an individual who enrolls during the special en-
rollment period provided under paragraph (1), the coverage period
under this part shall begin on the first day of the month in which
the individual enrolls, or, at the option of the individual, the first
month after the end of the individual’s initial enrollment period.

(4) An individual may only enroll during the special enrollment
period provided under paragraph (1) one time during the individ-
ual’s lifetime.

(5) The Secretary shall ensure that the materials relating to cov-
erage under this part that are provided to an individual described
in paragraph (1) prior to the individual’s initial enrollment period
contain information concerning the impact of not enrolling under
this part, including the impact on health care benefits under the
TRICARE program under chapter 55 of title 10, United States
Code.

(6) The Secretary of Defense shall collaborate with the Secretary
of Health and Human Services and the Commissioner of Social Se-
curity to provide for the accurate identification of individuals de-
scribed in paragraph (1). The Secretary of Defense shall provide
such individuals with notification with respect to this subsection.
The Secretary of Defense shall collaborate with the Secretary of
Health and Human Services and the Commissioner of Social Secu-
rity to ensure appropriate follow up pursuant to any notification
provided under the preceding sentence.

(m)(1) In the case of an individual who—

(A) is (i) a Postal Service Medicare covered annuitant, or (ii)
an individual who is a family member of such an annuitant
and is a covered Medicare individual;

(B) enrolls in a Program plan under section 8903c of title 5,
United States Code; and

(C) is not enrolled under this part,
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the individual is deemed, in accordance with section 8903c(e)(3) of
such title, to have elected to be enrolled under this part.

(2) In the case of an individual who is deemed to be enrolled
under paragraph (1), the coverage period under this part shall
begin on the date that the individual first has coverage under the
Program plan pursuant to the enrollment described in paragraph
(1)(B).

(3) The definitions in section 8903c(a) of title 5, United States
Code, shall apply for purposes of this subsection.

* * *k & * * *k

AMOUNTS OF PREMIUMS

SEc. 1839. (a)(1) The Secretary shall, during September of 1983
and of each year thereafter, determine the monthly actuarial rate
for enrollees age 65 and over which shall be applicable for the suc-
ceeding calendar year. Subject to paragraphs (5) and (6), such actu-
arial rate shall be the amount the Secretary estimates to be nec-
essary so that the aggregate amount for such calendar year with
respect to those enrollees age 65 and older will equal one-half of
the total of the benefits and administrative costs which he esti-
mates will be payable from the Federal Supplementary Medical In-
surance Trust Fund for services performed and related administra-
tive costs incurred in such calendar year with respect to such en-
rollees. In calculating the monthly actuarial rate, the Secretary
shall include an appropriate amount for a contingency margin. In
applying this paragraph there shall not be taken into account addi-
tional payments under section 1848(o) and section 1853(1)(3) and
the Government contribution under section 1844(a)(3).

(2) The monthly premium of each individual enrolled under this
part for each month after December 1983 shall be the amount de-
termined under paragraph (3), adjusted as required in accordance
with subsections (b), (¢), (f), and (i), and to reflect any credit pro-
vided under section 1854(b)(1)(C)G1)(IITI).

(3) The Secretary, during September of each year, shall deter-
mine and promulgate a monthly premium rate for the succeeding
calendar year that (except as provided in subsection (g)) is equal
to 50 percent of the monthly actuarial rate for enrollees age 65 and
over, determined according to paragraph (1), for that succeeding
calendar year. Whenever the Secretary promulgates the dollar
amount which shall be applicable as the monthly premium rate for
any period, he shall, at the time such promulgation is announced,
issue a public statement setting forth the actuarial assumptions
and bases employed by him in arriving at the amount of an ade-
quate actuarial rate for enrollees age 65 and older as provided in
paragraph (1).

(4) The Secretary shall also, during September of 1983 and of
each year thereafter, determine the monthly actuarial rate for dis-
abled enrollees under age 65 which shall be applicable for the suc-
ceeding calendar year. Such actuarial rate shall be the amount the
Secretary estimates to be necessary so that the aggregate amount
for such calendar year with respect to disabled enrollees under age
65 will equal one-half of the total of the benefits and administra-
tive costs which he estimates will be payable from the Federal Sup-
plementary Medical Insurance Trust Fund for services performed
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and related administrative costs incurred in such calendar year
with respect to such enrollees. In calculating the monthly actuarial
rate under this paragraph, the Secretary shall include an appro-
priate amount for a contingency margin.

(5)(A) In applying this part (including subsection (i) and section
1833(b)), the monthly actuarial rate for enrollees age 65 and over
for 2016 shall be determined as if subsection (f) did not apply.

(B) Subsection (f) shall continue to be applied to paragraph (6)(A)
(during a repayment month, as described in paragraph (6)(B)) and
without regard to the application of subparagraph (A).

(6)(A) With respect to a repayment month (as described in sub-
paragraph (B)), the monthly premium otherwise established under

aragraph (3) shall be increased by, subject to subparagraph (D),
3

(B) For purposes of this paragraph, a repayment month is a
month during a year, beginning with 2016, for which a balance due
amount is computed under subparagraph (C) as greater than zero.

(C) For purposes of this paragraph, the balance due amount com-
puted under this subparagraph, with respect to a month, is the
amount estimated by the Chief Actuary of the Centers for Medicare
& Medicaid Services to be equal to—

(i) the amount transferred under section 1844(d)(1); plus

(i) the amount that is equal to the aggregate reduction, for
all individuals enrolled under this part, in the income related
monthly adjustment amount as a result of the application of
paragraph (5); minus

(iii) the amounts payable under this part as a result of the
application of this paragraph for preceding months.

(D) If the balance due amount computed under subparagraph (C),
without regard to this subparagraph, for December of a year would
be less than zero, the Chief Actuary of the Centers for Medicare &
Medicaid Services shall estimate, and the Secretary shall apply, a
reduction to the dollar amount increase applied under subpara-
graph (A) for each month during such year in a manner such that
the balance due amount for January of the subsequent year is
equal to zero.

(b) In the case of an individual whose coverage period began pur-
suant to an enrollment after his initial enrollment period (deter-
mined pursuant to subsection (c¢) or (d) of section 1837 or pursuant
to subsection (m) of such section) and not pursuant to a special en-
rollment period under subsection (i)(4) or (I) of section 1837, the
monthly premium determined under subsection (a) (without regard
to any adjustment under subsection (i)) shall be increased by 10
percent of the monthly premium so determined for each full 12
months (in the same continuous period of eligibility) in which he
could have been but was not enrolled. For purposes of the pre-
ceding sentence, there shall be taken into account (1) the months
which elapsed between the close of his initial enrollment period
and the close of the enrollment period in which he enrolled, plus
(in the case of an individual who reenrolls) (2) the months which
elapsed between the date of termination of a previous coverage pe-
riod and the close of the enrollment period in which he reenrolled,
but there shall not be taken into account months for which the in-
dividual can demonstrate that the individual was enrolled in a
group health plan described in section 1862(b)(1)(A)(v) by reason of
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the individual’s (or the individual’s spouse’s) current employment
or months during which the individual has not attained the age of
65 and for which the individual can demonstrate that the indi-
vidual was enrolled in a large group health plan as an active indi-
vidual (as those terms are defined in section 1862(b)(1)(B)(iii)) or
months for which the individual can demonstrate that the indi-
vidual was an individual described in section 1837(k)(3). Any in-
crease in an individual’s monthly premium under the first sentence
of this subsection with respect to a particular continuous period of
eligibility shall not be applicable with respect to any other contin-
uous period of eligibility which such individual may have. No in-
crease in the premium shall be effected for a month in the case of
an individual who enrolls under this part during 2001, 2002, 2003,
or 2004 and who demonstrates to the Secretary before December
31, 2004, that the individual is a covered beneficiary (as defined in
section 1072(5) of title 10, United States Code). The Secretary of
Health and Human Services shall consult with the Secretary of De-
fense in identifying individuals described in the previous sentence.

(¢) If any monthly premium determined under the foregoing pro-
visions of this section is not a multiple of 10 cents, such premium
shall be rounded to the nearest multiple of 10 cents.

(d) For purposes of subsection (b) (and section 1837(g)(1)), an in-
dividual’s “continuous period of eligibility” is the period beginning
with the first day on which he is eligible to enroll under section
1836 and ending with his death; except that any period during all
of which an individual satisfied paragraph (1) of section 1836 and
which terminated in or before the month preceding the month in
which he attained age 65 shall be a separate “continuous period of
eligibility” with respect to such individual (and each such period
which terminates shall be deemed not to have existed for purposes
of subsequently applying this section).

(e)(1) Upon the request of a State (or any appropriate State or
local governmental entity specified by the Secretary), the Secretary
may enter into an agreement with the State (or such entity) under
which the State (or such entity) agrees to pay on a quarterly or
other periodic basis to the Secretary (to be deposited in the Treas-
ury to the credit of the Federal Supplementary Medical Insurance
Trust Fund) an amount equal to the amount of the part B late en-
rollment premium increases with respect to the premiums for eligi-
ble individuals (as defined in paragraph (3)(A)).

(2) No part B late enrollment premium increase shall apply to an
eligible individual for premiums for months for which the amount
of such an increase is payable under an agreement under para-
graph (1).

(3) In this subsection:

(A) The term “eligible individual” means an individual who
is enrolled under this part B and who is within a class of indi-
viduals specified in the agreement under paragraph (1).

(B) The term “part B late enrollment premium increase”
means any increase in a premium as a result of the application
of subsection (b).

(f) For any calendar year after 1988, if an individual is entitled
to monthly benefits under section 202 or 223 or to a monthly annu-
ity under section 3(a), 4(a), or 4(f) of the Railroad Retirement Act
of 1974 for November and December of the preceding year, if the
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monthly premium of the individual under this section for December
and for January is deducted from those benefits under section
1840(a)(1) or section 1840(b)(1), and if the amount of the individ-
ual’s premium is not adjusted for such January under subsection
(i), the monthly premium otherwise determined under this section
for an individual for that year shall not be increased, pursuant to
this subsection, to the extent that such increase would reduce the
amount of benefits payable to that individual for that December
below the amount of benefits payable to that individual for that
November (after the deduction of the premium under this section).
For purposes of this subsection, retroactive adjustments or pay-
ments and deductions on account of work shall not be taken into
account in determining the monthly benefits to which an individual
is entitled under section 202 or 223 or under the Railroad Retire-
ment Act of 1974.

(g) In estimating the benefits and administrative costs which will
be payable from the Federal Supplementary Medical Insurance
Trust Fund for a year for purposes of determining the monthly pre-
mium rate under subsection (a)(3), the Secretary shall exclude an
estimate of any benefits and administrative costs attributable to—

(1) the application of section 1861(v)(1)(L)(viii) or to the es-
tablishment under section 1861(v)(1)(L)(i)(V) of a per visit limit
at 106 percent of the median (instead of 105 percent of the me-
dian), but only to the extent payment for home health services
under this title is not being made under section 1895 (relating
to prospective payment for home health services); and

(2) the medicare prescription drug discount card and transi-
tional assistance program under section 1860D-31.

(h) POTENTIAL APPLICATION OF COMPARATIVE COST ADJUSTMENT
IN CCA AREAS.—

(1) IN GENERAL.—Certain individuals who are residing in a
CCA area under section 1860C-1 who are not enrolled in an
MA plan under part C may be subject to a premium adjust-
ment under subsection (f) of such section for months in which
the CCA program under such section is in effect in such area.

(2) NO EFFECT ON LATE ENROLLMENT PENALTY OR INCOME-RE-
LATED ADJUSTMENT IN SUBSIDIES.—Nothing in this subsection
or section 1860C-1(f) shall be construed as affecting the
amount of any premium adjustment under subsection (b) or (i).
Subsection (f) shall be applied without regard to any premium
adjustment referred to in paragraph (1).

(3) IMPLEMENTATION.—In order to carry out a premium ad-
justment under this subsection and section 1860C—1(f) (insofar
as it is effected through the manner of collection of premiums
under section 1840(a)), the Secretary shall transmit to the
Commissioner of Social Security—

(A) at the beginning of each year, the name, social secu-
rity account number, and the amount of the premium ad-
justment (if any) for each individual enrolled under this
part for each month during the year; and

(B) periodically throughout the year, information to up-
date the information previously transmitted under this
paragraph for the year.

(i) REDUCTION IN PREMIUM SUBSIDY BASED ON INCOME.—
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(1) IN GENERAL.—In the case of an individual whose modified
adjusted gross income exceeds the threshold amount under
paragraph (2), the monthly amount of the premium subsidy ap-
plicable to the premium under this section for a month after
December 2006 shall be reduced (and the monthly premium
shall be increased) by the monthly adjustment amount speci-
fied in paragraph (3).

(2) THRESHOLD AMOUNT.—For purposes of this subsection,
subject to paragraph (6), the threshold amount is—

(A) except as provided in subparagraph (B), $80,000 (or,
beginning with 2018, $85,000), and

(B) in the case of a joint return, twice the amount appli-
cable under subparagraph (A) for the calendar year.

(3) MONTHLY ADJUSTMENT AMOUNT.—

(A) IN GENERAL.—Subject to subparagraph (B), the
monthly adjustment amount specified in this paragraph
for an individual for a month in a year is equal to the
product of the following:

(i) SLIDING SCALE PERCENTAGE.—Subject to para-
graph (6), the applicable percentage specified in the
applicable table in subparagraph (C) for the individual
minus 25 percentage points.

(ii) UNSUBSIDIZED PART B PREMIUM AMOUNT.—

(I) 200 percent of the monthly actuarial rate for en-
rollees age 65 and over (as determined under sub-
section (a)(1) for the year); plus

(IT) 4 times the amount of the increase in the
monthly premium under subsection (a)(6) for a
month in the year.

(B) 3-YEAR PHASE IN.—The monthly adjustment amount
specified in this paragraph for an individual for a month
in a year before 2009 is equal to the following percentage
of the monthly adjustment amount specified in subpara-
graph (A):

(i) For 2007, 33 percent.

(i1) For 2008, 67 percent.

(C) APPLICABLE PERCENTAGE.—

(i) IN GENERAL.—

(I) Subject to paragraphs (5) and (6), for years
before 2018:

If the modified adjusted gross income is: The applicable
percentage is:

More than $80,000 but not more than $100,000 35 percent
More than $100,000 but not more than $150,000 50 percent

More than $150,000 but not more than $200,000 65 percent
More than $200,000 ........cocoeeeeiiiiiiiieeieeeeieeee e eeeesee e se e eaes 80 percent.

(IT) Subject to paragraph (5), for years begin-
ning with 2018:

If the modified adjusted gross income is: The applicable
percentage is:

More than $85,000 but not more than
S10T,000 .eeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 35 percent



77

More than $107,000 but not more than

$133,500 ..oovieriiriereeeeeeereeeeee e 50 percent
More than $133,500 but not more than

$160,000 ...ovieeeiiriereeeeeeeeeeee e 65 percent
More than $160,000 ..........ccccevevveereereenene. 80 percent.

(ii) JOINT RETURNS.—In the case of a joint return,
clause (i) shall be applied by substituting dollar
amounts which are twice the dollar amounts otherwise
applicable under clause (i) for the calendar year.

(iii) MARRIED INDIVIDUALS FILING SEPARATE RE-
TURNS.—In the case of an individual who—

(I) is married as of the close of the taxable year
(within the meaning of section 7703 of the Inter-
nal Revenue Code of 1986) but does not file a joint
return for such year, and

(IT) does not live apart from such individual’s
spouse at all times during the taxable year,

clause (i) shall be applied by reducing each of the dol-
lar amounts otherwise applicable under such clause
for the calendar year by the threshold amount for such
year applicable to an unmarried individual.

(4) MODIFIED ADJUSTED GROSS INCOME.—

(A) IN GENERAL.—For purposes of this subsection, the
term “modified adjusted gross income” means adjusted
gross income (as defined in section 62 of the Internal Rev-
enue Code of 1986)—

(i) determined without regard to sections 135, 911,
931, and 933 of such Code; and

(i1) increased by the amount of interest received or
accrued during the taxable year which is exempt from
tax under such Code.

In the case of an individual filing a joint return, any ref-
erence in this subsection to the modified adjusted gross in-
come of such individual shall be to such return’s modified
adjusted gross income.

(B) TAXABLE YEAR TO BE USED IN DETERMINING MODIFIED
ADJUSTED GROSS INCOME.—

(i) IN GENERAL.—In applying this subsection for an
individual’s premiums in a month in a year, subject to
clause (i) and subparagraph (C), the individual’s
modified adjusted gross income shall be such income
determined for the individual’s last taxable year begin-
ning in the second calendar year preceding the year
involved.

(i1) TEMPORARY USE OF OTHER DATA.—If, as of Octo-
ber 15 before a calendar year, the Secretary of the
Treasury does not have adequate data for an indi-
vidual in appropriate electronic form for the taxable
year referred to in clause (i), the individual’s modified
adjusted gross income shall be determined using the
data in such form from the previous taxable year. Ex-
cept as provided in regulations prescribed by the Com-
missioner of Social Security in consultation with the
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Secretary, the preceding sentence shall cease to apply
when adequate data in appropriate electronic form are
available for the individual for the taxable year re-
ferred to in clause (i), and proper adjustments shall be
made to the extent that the premium adjustments de-
termined under the preceding sentence were incon-
sistent with those determined using such taxable year.

(ii1) NON-FILERS.—In the case of individuals with re-
spect to whom the Secretary of the Treasury does not
have adequate data in appropriate electronic form for
either taxable year referred to in clause (i) or clause
(i1), the Commissioner of Social Security, in consulta-
tion with the Secretary, shall prescribe regulations
which provide for the treatment of the premium ad-
justment with respect to such individual under this
subsection, including regulations which provide for—

(I) the application of the highest applicable per-
centage under paragraph (3)(C) to such individual
if the Commissioner has information which indi-
cates that such individual’s modified adjusted
gross income might exceed the threshold amount
for the taxable year referred to in clause (i), and

(IT) proper adjustments in the case of the appli-
cation of an applicable percentage under sub-
clause (I) to such individual which is inconsistent
with such individual’s modified adjusted gross in-
come for such taxable year.

(C) USE OF MORE RECENT TAXABLE YEAR.—

(1) IN GENERAL.—The Commissioner of Social Secu-
rity in consultation with the Secretary of the Treasury
shall establish a procedures under which an individ-
ual’s modified adjusted gross income shall, at the re-
quest of such individual, be determined under this
subsection—

(I) for a more recent taxable year than the tax-

able year otherwise used under subparagraph (B),

or

(IT) by such methodology as the Commissioner,
in consultation with such Secretary, determines to
be appropriate, which may include a methodology
for aggregating or disaggregating information

from tax returns in the case of marriage or di-

vorce.

(il) STANDARD FOR GRANTING REQUESTS.—A request
under clause (i)(I) to use a more recent taxable year
may be granted only if—

(I) the individual furnishes to such Commis-
sioner with respect to such year such documenta-
tion, such as a copy of a filed Federal income tax
return or an equivalent document, as the Commis-
sioner specifies for purposes of determining the
premium adjustment (f any) under this sub-
section; and

(IT) the individual’s modified adjusted gross in-
come for such year is significantly less than such
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income for the taxable year determined under sub-
paragraph (B) by reason of the death of such indi-
vidual’s spouse, the marriage or divorce of such
individual, or other major life changing events
specified in regulations prescribed by the Commis-
sioner in consultation with the Secretary.

(5) INFLATION ADJUSTMENT.—

(A) IN GENERAL.—In the case of any calendar year begin-
ning after 2007 (other than 2018 and 2019), each dollar
amount in paragraph (2) or (3) shall be increased by an
amount equal to—

(i) such dollar amount, multiplied by

(ii) the percentage (if any) by which the average of
the Consumer Price Index for all urban consumers
(United States city average) for the 12-month period
ending with August of the preceding calendar year ex-
ceeds such average for the 12-month period ending
with August 2006 (or, in the case of a calendar year
beginning with 2020, August 2018).

(B) ROUNDING.—If any dollar amount after being in-
creased under subparagraph (A) is not a multiple of
$1,000, such dollar amount shall be rounded to the nearest
multiple of $1,000.

(6) TEMPORARY ADJUSTMENT TO INCOME THRESHOLDS.—Not-
withstanding any other provision of this subsection, during the
period beginning on January 1, 2011, and ending on December
31, 2017—

(A) the threshold amount otherwise applicable under
paragraph (2) shall be equal to such amount for 2010; and

(B) the dollar amounts otherwise applicable under para-
graph (3)(C)(i) shall be equal to such dollar amounts for
2010.

(7) JOINT RETURN DEFINED.—For purposes of this subsection,
the term “joint return” has the meaning given to such term by
section 7701(a)(38) of the Internal Revenue Code of 1986.

(j) TRANSITION FOR NEWLY ENROLLING POSTAL SERVICE ANNU-
ITANTS AND FAMILY MEMBERS.—With respect to each individual
who is enrolled under this part pursuant to and during the open en-
rollment period established under section 1837(m) and who is not
eligible for Medicare cost-sharing described in  section
1905(p)(3)(A)(it) under a State plan under title XIX, the premium
otherwise established under this part (taking into account any ad-
justments, including those under subsections (b) and (i) for a
month—

(1) in the initial contract year (as defined in section 8903c(a)
of title 5, United States Code), shall be reduced by 75 percent;

(2) in the succeeding year, shall be reduced by 50 percent;
and

(3) in the second succeeding year, shall be reduced by 25 per-
cent.

* * & * * * &
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APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS AND
CONTINGENCY RESERVE

SEC. 1844. (a) There are authorized to be appropriated from time
to time, out of any moneys in the Treasury not otherwise appro-
priated, to the Federal Supplementary Medical Insurance Trust
Fund—

(1)(A) a Government contribution equal to the aggregate pre-
miums payable for a month for enrollees age 65 and over
under this part and deposited in the Trust Fund, multiplied by
the ratio of—

(i) twice the dollar amount of the actuarially adequate
rate per enrollee age 65 and over as determined under sec-
tion 1839(a)(1) for such month minus the dollar amount of
the premium per enrollee for such month, as determined
under section 1839(a)(3), to

(i1) the dollar amount of the premium per enrollee for
such month, plus

(B) a Government contribution equal to the aggregate pre-
miums payable for a month for enrollees under age 65 under
this part and deposited in the Trust Fund, multiplied by the
ratio of—

(i) twice the dollar amount of the actuarially adequate
rate per enrollee under age 65 as determined under section
1839(a)(4) for such month minus the dollar amount of the
premium per enrollee for such month, as determined under
section 1839(a)(3), to

(i1) the dollar amount of the premium per enrollee for
such month; minus

(C) the aggregate amount of additional premium payments
attributable to the application of section 1839(i); plus

(2) such sums as the Secretary deems necessary to place the
Trust Fund, at the end of any fiscal year occurring after June
30, 1967, in the same position in which it would have been at
the end of such fiscal year if (A) a Government contribution
representing the excess of the premiums deposited in the Trust
Fund during the fiscal year ending June 30, 1967, over the
Government contribution actually appropriated to the Trust
Fund during such fiscal year had been appropriated to it on
June 30, 1967, and (B) the Government contribution for pre-
miums deposited in the Trust Fund after June 30, 1967, had
b?en appropriated to it when such premiums were deposited;
plus

(3) a Government contribution equal to the amount of pay-
ment incentives payable under sections 1848(o) and 1853(1)(3).

In applying paragraph (1), the amounts transferred [under sub-
section (d)(1) with respect to enrollees described in subparagraphs
(A) and (B) of such subsection] under subsections (d)(1) and (d)(4)
with respect to enrollees described in subparagraphs (A) and (B) of
such respective subsection shall be treated as premiums payable
and deposited in the Trust Fund under subparagraphs (A) and (B),
respectively, of paragraph (1).

(b) In order to assure prompt payment of benefits provided under
this part and the administrative expenses thereunder during the
early months of the program established by this part, and to pro-
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vide a contingency reserve, there is also authorized to be appro-
priated, out of any moneys in the Treasury not otherwise appro-
priated, to remain available through the calendar year 1969 for re-
payable advances (without interest) to the Trust Fund, an amount
equal to $18 multiplied by the number of individuals (as estimated
by the Secretary) who could be covered in July 1966 by the insur-
ance program established by this part if they had theretofore en-
rolled under this part.

(c) The Secretary shall determine the Government contribution
under subparagraphs (A) and (B) of subsection (a)(1) without re-
gard to any premium reduction resulting from an election under
section 1854(f)(1)(E) or any credits provided under section
1854(b)(1)(C)(iv) and without regard to any premium adjustment
effected under section 1839().

(d)(1) For 2016, there shall be transferred from the General Fund
to the Trust Fund an amount, as estimated by the Chief Actuary
of the Centers for Medicare & Medicaid Services, equal to the re-
duction in aggregate premiums payable under this part for a
month in such year (excluding any changes in amounts collected
under section 1839(i)) that is attributable to the application of sec-
tion 1839(a)(5)(A) with respect to—

(A) enrollees age 65 and over; and

(B) enrollees under age 65.

Such amounts shall be transferred from time to time as appro-
priate.

(2) Premium increases affected under section 1839(a)(6) shall not
be taken into account in applying subsection (a).

(3) There shall be transferred from the Trust Fund to the Gen-
eral Fund of the Treasury amounts equivalent to the additional
premiums payable as a result of the application of section
1839(a)(6), excluding the aggregate payments attributable to the
application of section 1839G)(3)(A)Gi)(1D).

(4) For each year, there shall be transferred from the Postal Serv-
ice Fund to the Trust Fund an amount, as estimated by the Chief
Actuary of the Centers for Medicare & Medicaid Services, equal to
the reduction in aggregate premiums payable under this part for a
month in such year that is attributable to the application of section
1839(j) with respect to—

(A) enrollees age 65 and over; and

(B) enrollees under age 65.
Such amounts shall be transferred from time to time as appropriate
but, to the extent practicable, on an annual basis and in a manner
that places the Trust Fund in the same actuarial status as if this
paragraph and section 1839(j) did not apply.

* k *k & * k &

PART E—MISCELLANEOUS PROVISIONS

* * k & * * k

EXCLUSIONS FROM COVERAGE AND MEDICARE AS SECONDARY PAYER

SEC. 1862. (a) Notwithstanding any other provision of this title,
no payment may be made under part A or part B for any expenses
incurred for items or services—
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(1)(A) which, except for items and services described in a
succeeding subparagraph or additional preventive services (as
described in section 1861(ddd)(1)), are not reasonable and nec-
essary for the diagnosis or treatment of illness or injury or to
improve the functioning of a malformed body member,

(B) in the case of items and services described in section
1861(s)(10), which are not reasonable and necessary for the
prevention of illness,

(C) in the case of hospice care, which are not reasonable and
necessary for the palliation or management of terminal illness,

(D) in the case of clinical care items and services provided
with the concurrence of the Secretary and with respect to re-
search and experimentation conducted by, or under contract
with, the Medicare Payment Advisory Commission or the Sec-
retary, which are not reasonable and necessary to carry out the
purposes of section 1886(e)(6),

(E) in the case of research conducted pursuant to section
1142, which is not reasonable and necessary to carry out the
purposes of that section,

(F) in the case of screening mammography, which is per-
formed more frequently than is covered under section
1834(c)(2) or which is not conducted by a facility described in
section 1834(c)(1)(B), in the case of screening pap smear and
screening pelvic exam, which is performed more frequently
than is provided under section 1861(nn), and, in the case of
screening for glaucoma, which is performed more frequently
than is provided under section 1861(uu),

(G) in the case of prostate cancer screening tests (as defined
in section 1861(00)), which are performed more frequently than
is covered under such section,

(H) in the case of colorectal cancer screening tests, which are
performed more frequently than is covered under section
1834(d),

(I) the frequency and duration of home health services which
are in excess of normative guidelines that the Secretary shall
establish by regulation,

(J) in the case of a drug or biological specified in section
1847A(c)(6)(C) for which payment is made under part B that
is furnished in a competitive area under section 1847B, that is
not furnished by an entity under a contract under such section,

(K) in the case of an initial preventive physical examination,
which is performed more than 1 year after the date the indi-
vidual’s first coverage period begins under part B,

(L) in the case of cardiovascular screening blood tests (as de-
fined in section 1861(xx)(1)), which are performed more fre-
quently than is covered under section 1861(xx)(2),

(M) in the case of a diabetes screening test (as defined in sec-
tion 1861(yy)(1)), which is performed more frequently than is
covered under section 1861(yy)(3),

(N) in the case of ultrasound screening for abdominal aortic
aneurysm which is performed more frequently than is provided
for under section 1861(s)(2)(AA),

(O) in the case of kidney disease education services (as de-
fined in paragraph (1) of section 1861(ggg)), which are fur-
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nished in excess of the number of sessions covered under para-
graph (4) of such section, and

(P) in the case of personalized prevention plan services (as
defined in section 1861(hhh)(1)), which are performed more fre-
quently than is covered under such section;

(2) for which the individual furnished such items or services
has no legal obligation to pay, and which no other person (by
reason of such individual’s membership in a prepayment plan
or otherwise) has a legal obligation to provide or pay for, ex-
cept in the case of Federally qualified health center services;

(3) which are paid for directly or indirectly by a govern-
mental entity (other than under this Act and other than under
a health benefits or insurance plan established for employees
of such an entity), except in the case of rural health clinic serv-
ices, as defined in section 1861(aa)(1), in the case of Federally
qualified health center services, as defined in section
1861(aa)(3), in the case of services for which payment may be
made under section 1880(e), and in such other cases as the
Secretary may specify;

(4) which are not provided within the United States (except
for inpatient hospital services furnished outside the United
States under the conditions described in section 1814(f) and,
subject to such conditions, limitations, and requirements as are
provided under or pursuant to this title, physicians’ services
and ambulance services furnished an individual in conjunction
with such inpatient hospital services but only for the period
during which such inpatient hospital services were furnished);

(5) which are required as a result of war, or of an act of war,
occurring after the effective date of such individual’s current
coverage under such part;

(6) which constitute personal comfort items (except, in the
case of hospice care, as is otherwise permitted under para-
graph (1)(0));

(7) where such expenses are for routine physical checkups,
eyeglasses (other than eyewear described in section 1861(s)(8))
or eye examinations for the purpose of prescribing, fitting, or
changing eyeglasses, procedures performed (during the course
of any eye examination) to determine the refractive state of the
eyes, hearing aids or examinations therefor, or immunizations
(except as otherwise allowed under section 1861(s)(10) and sub-
paragraph (B), (F), (&), (H), (K), or (P) of paragraph (1));

(8) where such expenses are for orthopedic shoes or other
supportive devices for the feet, other than shoes furnished pur-
suant to section 1861(s)(12);

(9) where such expenses are for custodial care (except, in the
case of hospice care, as is otherwise permitted under para-
graph (1)(0));

(10) where such expenses are for cosmetic surgery or are in-
curred in connection therewith, except as required for the
prompt repair of accidental injury or for improvement of the
functioning of a malformed body member;

(11) where such expenses constitute charges imposed by im-
}Iileigiate relatives of such individual or members of his house-

old;
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(12) where such expenses are for services in connection with
the care, treatment, filling, removal, or replacement of teeth or
structures directly supporting teeth, except that payment may
be made under part A in the case of inpatient hospital services
in connection with the provision of such dental services if the
individual, because of his underlying medical condition and
clinical status or because of the severity of the dental proce-
dure, requires hospitalization in connection with the provision
of such services;

(13) where such expenses are for—

(A) the treatment of flat foot conditions and the prescrip-
tion of supportive devices therefor,

(B) the treatment of subluxations of the foot, or

(C) routine foot care (including the cutting or removal of
corns or calluses, the trimming of nails, and other routine
hygienic care);

(14) which are other than physicians’ services (as defined in
regulations promulgated specifically for purposes of this para-
graph), services described by section 1861(s)(2)(K), certified
nurse-midwife services, qualified psychologist services, and
services of a certified registered nurse anesthetist, and which
are furnished to an individual who is a patient of a hospital
or critical access hospital by an entity other than the hospital
or critical access hospital, unless the services are furnished
under arrangements (as defined in section 1861(w)(1)) with the
entity made by the hospital or critical access hospital;

(15)(A) which are for services of an assistant at surgery in
a cataract operation (including subsequent insertion of an
intraocular lens) unless, before the surgery is performed, the
appropriate quality improvement organization (under part B of
title XI) or a carrier under section 1842 has approved of the
use of such an assistant in the surgical procedure based on the
existence of a complicating medical condition, or

(B) which are for services of an assistant at surgery to which
section 1848(i)(2)(B) applies;

(16) in the case in which funds may not be used for such
items and services under the Assisted Suicide Funding Restric-
tion Act of 1997;

(17) where the expenses are for an item or service furnished
in a competitive acquisition area (as established by the Sec-
retary under section 1847(a)) by an entity other than an entity
with which the Secretary has entered into a contract under
section 1847(b) for the furnishing of such an item or service in
that area, unless the Secretary finds that the expenses were
incurred in a case of urgent need, or in other circumstances
specified by the Secretary;

(18) which are covered skilled nursing facility services de-
scribed in section 1888(e)(2)(A)(i) and which are furnished to
an individual who is a resident of a skilled nursing facility dur-
ing a period in which the resident is provided covered post-hos-
pital extended care services (or, for services described in sec-
tion 1861(s)(2)(D), which are furnished to such an individual
without regard to such period), by an entity other than the
skilled nursing facility, unless the services are furnished under
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arrangements (as defined in section 1861(w)(1)) with the entity
made by the skilled nursing facility;

(19) which are for items or services which are furnished pur-
suant to a private contract described in section 1802(b);

(20) in the case of outpatient physical therapy services, out-
patient speech-language pathology services, or outpatient occu-
pational therapy services furnished as an incident to a physi-
cian’s professional services (as described in section
1861(s)(2)(A)), that do not meet the standards and conditions
(other than any licensing requirement specified by the Sec-
retary) under the second sentence of section 1861(p) (or under
such sentence through the operation of subsection (g) or (11)(2)
of section 1861) as such standards and conditions would apply
to such therapy services if furnished by a therapist;

(21) where such expenses are for home health services (in-
cluding medical supplies described in section 1861(m)(5), but
excluding durable medical equipment to the extent provided for
in such section) furnished to an individual who is under a plan
of care of the home health agency if the claim for payment for
such services is not submitted by the agency;

(22) subject to subsection (h), for which a claim is submitted
other than in an electronic form specified by the Secretary;

(23) which are the technical component of advanced diag-
nostic imaging services described in section 1834(e)(1)(B) for
which payment is made under the fee schedule established
under section 1848(b) and that are furnished by a supplier (as
defined in section 1861(d)), if such supplier is not accredited by
an accreditation organization designated by the Secretary
under section 1834(e)(2)(B);

(24) where such expenses are for renal dialysis services (as
defined in subparagraph (B) of section 1881(b)(14)) for which
payment is made under such section unless such payment is
made under such section to a provider of services or a renal di-
alysis facility for such services; or

(25) not later than January 1, 2014, for which the payment
is other than by electronic funds transfer (EFT) or an elec-
tronic remittance in a form as specified in ASC X12 835 Health
Care Payment and Remittance Advice or subsequent standard.

Paragraph (7) shall not apply to Federally qualified health center
services described in section 1861(aa)(3)(B). In making a national
coverage determination (as defined in paragraph (1)(B) of section
1869(f)) the Secretary shall ensure consistent with subsection (1)
that the public is afforded notice and opportunity to comment prior
to implementation by the Secretary of the determination; meetings
of advisory committees with respect to the determination are made
on the record; in making the determination, the Secretary has con-
sidered applicable information (including clinical experience and
medical, technical, and scientific evidence) with respect to the sub-
ject matter of the determination; and in the determination, provide
a clear statement of the basis for the determination (including re-
sponses to comments received from the public), the assumptions
underlying that basis, and make available to the public the data
(other than proprietary data) considered in making the determina-
tion.
(b) MEDICARE AS SECONDARY PAYER.—
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(1) REQUIREMENTS OF GROUP HEALTH PLANS.—
(A) WORKING AGED UNDER GROUP HEALTH PLANS.—

(i) IN GENERAL.—A group health plan—

(I) may not take into account that an individual
(or the individual’s spouse) who is covered under
the plan by virtue of the individual’s current em-
ployment status with an employer is entitled to
benefits under this title under section 226(a), and

(IT) shall provide that any individual age 65 or
older (and the spouse age 65 or older of any indi-
vidual) who has current employment status with
an employer shall be entitled to the same benefits
under the plan under the same conditions as any
such individual (or spouse) under age 65.

(ii) EXCLUSION OF GROUP HEALTH PLAN OF A SMALL
EMPLOYER.—Clause (i) shall not apply to a group
health plan unless the plan is a plan of, or contributed
to by, an employer that has 20 or more employees for
each working day in each of 20 or more calendar
weeks in the current calendar year or the preceding
calendar year.

(iii) EXCEPTION FOR SMALL EMPLOYERS IN MULTIEM-
PLOYER OR MULTIPLE EMPLOYER GROUP HEALTH
PLANS.—Clause (i) also shall not apply with respect to
individuals enrolled in a multiemployer or multiple
employer group health plan if the coverage of the indi-
viduals under the plan is by virtue of current employ-
ment status with an employer that does not have 20
or more individuals in current employment status for
each working day in each of 20 or more calendar
weeks in the current calendar year and the preceding
calendar year; except that the exception provided in
this clause shall only apply if the plan elects treat-
ment under this clause.

(iv) EXCEPTION FOR INDIVIDUALS WITH END STAGE
RENAL DISEASE.—Subparagraph (C) shall apply instead
of clause (i) to an item or service furnished in a month
to an individual if for the month the individual is, or
(without regard to entitlement under section 226)
would upon application be, entitled to benefits under
section 226A.

(v) GROUP HEALTH PLAN DEFINED.—In this subpara-
graph, and subparagraph (C), the term “group health
plan” has the meaning given such term in section
5000(b)(1) of the Internal Revenue Code of 1986, with-
out regard to section 5000(d) of such Code

(B) DISABLED INDIVIDUALS IN LARGE GROUP HEALTH
PLANS.—

(i) IN GENERAL.—A large group health plan (as de-
fined in clause (iii)) may not take into account that an
individual (or a member of the individual’s family)
who is covered under the plan by virtue of the individ-
ual’s current employment status with an employer is
enti%ed to benefits under this title under section
226(Db).
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(ii) EXCEPTION FOR INDIVIDUALS WITH END STAGE
RENAL DISEASE.—Subparagraph (C) shall apply instead
of clause (i) to an item or service furnished in a month
to an individual if for the month the individual is, or
(without regard to entitlement under section 226)
would upon application be, entitled to benefits under
section 226A.

(iii) LARGE GROUP HEALTH PLAN DEFINED.—In this
subparagraph, the term “large group health plan” has
the meaning given such term in section 5000(b)(2) of
the Internal Revenue Code of 1986, without regard to
section 5000(d) of such Code.

(C) INDIVIDUALS WITH END STAGE RENAL DISEASE.—A
group health plan (as defined in subparagraph (A)(v))—

(i) may not take into account that an individual is
entitled to or eligible for benefits under this title
under section 226A during the 12-month period which
begins with the first month in which the individual be-
comes entitled to benefits under part A under the pro-
visions of section 226A, or, if earlier, the first month
in which the individual would have been entitled to
benefits under such part under the provisions of sec-
tion 226A if the individual had filed an application for
such benefits; and

(i) may not differentiate in the benefits it provides
between individuals having end stage renal disease
and other individuals covered by such plan on the
basis of the existence of end stage renal disease, the
need for renal dialysis, or in any other manner;

except that clause (ii) shall not prohibit a plan from paying
benefits secondary to this title when an individual is enti-
tled to or eligible for benefits under this title under section
226A after the end of the 12-month period described in
clause (i). Effective for items and services furnished on or
after February 1, 1991, and before the date of enactment
of the Balanced Budget Act of 1997 (with respect to peri-
ods beginning on or after February 1, 1990), this subpara-
graph shall be applied by substituting “18- month” for “12-
month” each place it appears. Effective for items and serv-
ices furnished on or after the date of enactment of the Bal-
anced Budget Act of 1997, (with respect to periods begin-
ning on or after the date that is 18 months prior to such
date), clauses (i) and (ii) shall be applied by substituting
“30-month” for “12-month” each place it appears.

(D) TREATMENT OF CERTAIN MEMBERS OF RELIGIOUS OR-
DERS.—In this subsection, an individual shall not be con-
sidered to be employed, or an employee, with respect to the
performance of services as a member of a religious order
which are considered employment only by virtue of an elec-
tion made by the religious order under section 3121(r) of
the Internal Revenue Code of 1986.

(E) GENERAL PROVISIONS.—For purposes of this sub-
section:

(i) AGGREGATION RULES.—
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(I) All employers treated as a single employer
under subsection (a) or (b) of section 52 of the In-
ternal Revenue Code of 1986 shall be treated as a
single employer.

(II) All employees of the members of an affili-
ated service group (as defined in section 414(m) of
such Code) shall be treated as employed by a sin-
gle employer.

(ITT) Leased employees (as defined in section
414(n)(2) of such Code) shall be treated as employ-
ees of the person for whom they perform services
to the extent they are so treated under section
414(n) of such Code.

In applying sections of the Internal Revenue Code of
1986 under this clause, the Secretary shall rely upon
regulations and decisions of the Secretary of the
Treasury respecting such sections.

(ii) CURRENT EMPLOYMENT STATUS DEFINED.—AnN in-
dividual has “current employment status” with an em-
ployer if the individual is an employee, is the em-
ployer, or is associated with the employer in a busi-
ness relationship.

(iii) TREATMENT OF SELF-EMPLOYED PERSONS AS EM-
PLOYERS.—The term “employer” includes a self-em-
ployed person.

(F) LIMITATION ON BENEFICIARY LIABILITY.—An indi-
vidual who is entitled to benefits under this title and is
furnished an item or service for which such benefits are in-
correctly paid is not liable for repayment of such benefits
under this paragraph unless payment of such benefits was
made to the individual.

(2) MEDICARE SECONDARY PAYER.—

(A) IN GENERAL.—Payment under this title may not be
made, except as provided in subparagraph (B), with re-
spect to any item or service to the extent that—

(i) payment has been made, or can reasonably be ex-
pected to be made, with respect to the item or service
as required under paragraph (1), or

(i1) payment has been made or can reasonably be ex-
pected to be made under a workmen’s compensation
law or plan of the United States or a State or under
an automobile or liability insurance policy or plan (in-
cluding a self-insured plan) or under no fault insur-
ance.

In the subsection, the term “primary plan” means a group
health plan or large group health plan, to the extent that
clause (i) applies, and a workmen’s compensation law or
plan, an automobile or liability insurance policy or plan
(including a self-insured plan) or no fault insurance, to the
extent that clause (ii) applies. An entity that engages in a
business, trade, or profession shall be deemed to have a
self-insured plan if it carries its own risk (whether by a
failure to obtain insurance, or otherwise) in whole or in
part.

(B) CONDITIONAL PAYMENT.—
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(i) AUTHORITY TO MAKE CONDITIONAL PAYMENT.—
The Secretary may make payment under this title
with respect to an item or service if a primary plan de-
scribed in subparagraph (A)(ii) has not made or cannot
reasonably be expected to make payment with respect
to such item or service promptly (as determined in ac-
cordance with regulations). Any such payment by the
Secretary shall be conditioned on reimbursement to
the appropriate Trust Fund in accordance with the
succeeding provisions of this subsection.

(ii) REPAYMENT REQUIRED.—Subject to paragraph
(9), a primary plan, and an entity that receives pay-
ment from a primary plan, shall reimburse the appro-
priate Trust Fund for any payment made by the Sec-
retary under this title with respect to an item or serv-
ice if it is demonstrated that such primary plan has or
had a responsibility to make payment with respect to
such item or service. A primary plan’s responsibility
for such payment may be demonstrated by a judg-
ment, a payment conditioned upon the recipient’s com-
promise, waiver, or release (whether or not there is a
determination or admission of liability) of payment for
items or services included in a claim against the pri-
mary plan or the primary plan’s insured, or by other
means. If reimbursement is not made to the appro-
priate Trust Fund before the expiration of the 60-day
period that begins on the date notice of, or information
related to, a primary plan’s responsibility for such
payment or other information is received, the Sec-
retary may charge interest (beginning with the date
on which the notice or other information is received)
on the amount of the reimbursement until reimburse-
ment is made (at a rate determined by the Secretary
in accordance with regulations of the Secretary of the
Treasury applicable to charges for late payments).

(iii) ACTION BY UNITED STATES.—In order to recover
payment made under this title for an item or service,
the United States may bring an action against any or
all entities that are or were required or responsible
(directly, as an insurer or self-insurer, as a third-party
administrator, as an employer that sponsors or con-
tributes to a group health plan, or large group health
plan, or otherwise) to make payment with respect to
the same item or service (or any portion thereof) under
a primary plan. The United States may, in accordance
with paragraph (3)(A) collect double damages against
any such entity. In addition, the United States may
recover under this clause from any entity that has re-
ceived payment from a primary plan or from the pro-
ceeds of a primary plan’s payment to any entity. The
United States may not recover from a third-party ad-
ministrator under this clause in cases where the third-
party administrator would not be able to recover the
amount at issue from the employer or group health
plan and is not employed by or under contract with
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the employer or group health plan at the time the ac-
tion for recovery is initiated by the United States or
for whom it provides administrative services due to
the insolvency or bankruptcy of the employer or plan.
An action may not be brought by the United States
under this clause with respect to payment owed unless
the complaint is filed not later than 3 years after the
date of the receipt of notice of a settlement, judgment,
award, or other payment made pursuant to paragraph
(8) relating to such payment owed.

(iv) SUBROGATION RIGHTS.—The United States shall
be subrogated (to the extent of payment made under
this title for such an item or service) to any right
under this subsection of an individual or any other en-
tity to payment with respect to such item or service
under a primary plan.

(v) WAIVER OF RIGHTS.—The Secretary may waive
(in whole or in part) the provisions of this subpara-
graph in the case of an individual claim if the Sec-
retary determines that the waiver is in the best inter-
ests of the program established under this title.

(vi) CLAIMS-FILING PERIOD.—Notwithstanding any
other time limits that may exist for filing a claim
under an employer group health plan, the United
States may seek to recover conditional payments in ac-
cordance with this subparagraph where the request
for payment is submitted to the entity required or re-
sponsible under this subsection to pay with respect to
the item or service (or any portion thereof) under a
primary plan within the 3-year period beginning on
the date on which the item or service was furnished.

(vii) USE OF WEBSITE TO DETERMINE FINAL CONDI-
TIONAL REIMBURSEMENT AMOUNT.—

(I) NOTICE TO SECRETARY OF EXPECTED DATE OF
A SETTLEMENT, JUDGMENT, ETC.—In the case of a
payment made by the Secretary pursuant to
clause (i) for items and services provided to the
claimant, the claimant or applicable plan (as de-
fined in paragraph (8)(F)) may at any time begin-
ning 120 days before the reasonably expected date
of a settlement, judgment, award, or other pay-
ment, notify the Secretary that a payment is rea-
sonably expected and the expected date of such
payment.

(II) SECRETARIAL PROVIDING ACCESS TO CLAIMS
INFORMATION THROUGH A WEBSITE.—The Secretary
shall maintain and make available to individuals
to whom items and services are furnished under
this title (and to authorized family or other rep-
resentatives recognized under regulations and to
an applicable plan which has obtained the consent
of the individual) access to information on the
claims for such items and services (including pay-
ment amounts for such claims), including those
claims that relate to a potential settlement, judg-
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ment, award, or other payment. Such access shall
be provided to an individual, representative, or
plan through a website that requires a password
to gain access to the information. The Secretary
shall update the information on claims and pay-
ments on such website in as timely a manner as
possible but not later than 15 days after the date
that payment is made. Information related to
claims and payments subject to the notice under
subclause (I) shall be maintained and made avail-
able consistent with the following:

(aa) The information shall be as complete as
possible and shall include provider or supplier
name, diagnosis codes (if any), dates of serv-
ice, and conditional payment amounts.

(bb) The information accurately identifies
those claims and payments that are related to
a potential settlement, judgment, award, or
other payment to which the provisions of this
subsection apply.

(cc) The website provides a method for the
receipt of secure electronic communications
with the individual, representative, or plan
involved.

(dd) The website provides that information
is transmitted from the website in a form that
includes an official time and date that the in-
formation is transmitted.

(ee) The website shall permit the individual,
representative, or plan to download a state-
ment of reimbursement amounts (in this
clause referred to as a “statement of reim-
bursement amount”) on payments for claims
under this title relating to a potential settle-
ment, judgment, award, or other payment.

(III) USE OF TIMELY WEB DOWNLOAD AS BASIS
FOR FINAL CONDITIONAL AMOUNT.—If an individual
(or other claimant or applicable plan with the con-
sent of the individual) obtains a statement of re-
imbursement amount from the website during the
protected period as defined in subclause (V) and
the related settlement, judgment, award or other
payment is made during such period, then the last
statement of reimbursement amount that is
downloaded during such period and within 3 busi-
ness days before the date of the settlement, judg-
ment, award, or other payment shall constitute
the final conditional amount subject to recovery
under clause (ii) related to such settlement, judg-
ment, award, or other payment.

(IV) RESOLUTION OF DISCREPANCIES.—If the in-
dividual (or authorized representative) believes
there is a discrepancy with the statement of reim-
bursement amount, the Secretary shall provide a
timely process to resolve the discrepancy. Under
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such process the individual (or representative)
must provide documentation explaining the dis-
crepancy and a proposal to resolve such discrep-
ancy. Within 11 business days after the date of re-
ceipt of such documentation, the Secretary shall
determine whether there is a reasonable basis to
include or remove claims on the statement of re-
imbursement. If the Secretary does not make such
determination within the 11 business-day period,
then the proposal to resolve the discrepancy shall
be accepted. If the Secretary determines within
such period that there is not a reasonable basis to
include or remove claims on the statement of re-
imbursement, the proposal shall be rejected. If the
Secretary determines within such period that
there is a reasonable basis to conclude there is a
discrepancy, the Secretary must respond in a
timely manner by agreeing to the proposal to re-
solve the discrepancy or by providing documenta-
tion showing with good cause why the Secretary is
not agreeing to such proposal and establishing an
alternate discrepancy resolution. In no case shall
the process under this subclause be treated as an
appeals process or as establishing a right of ap-
peal for a statement of reimbursement amount
and there shall be no administrative or judicial re-
view of the Secretary’s determinations under this
subclause.

(V) PROTECTED PERIOD.—In subclause (III), the
term “protected period” means, with respect to a
settlement, judgment, award or other payment re-
lating to an injury or incident, the portion (if any)
of the period beginning on the date of notice under
subclause (I) with respect to such settlement,
judgment, award, or other payment that is after
the end of a Secretarial response period beginning
on the date of such notice to the Secretary. Such
Secretarial response period shall be a period of 65
days, except that such period may be extended by
the Secretary for a period of an additional 30 days
if the Secretary determines that additional time is
required to address claims for which payment has
been made. Such Secretarial response period shall
be extended and shall not include any days for
any part of which the Secretary determines (in ac-
cordance with regulations) that there was a fail-
ure in the claims and payment posting system and
the failure was justified due to exceptional cir-
cumstances (as defined in such regulations). Such
regulations shall define exceptional circumstances
in a manner so that not more than 1 percent of
the repayment obligations under this subclause
would qualify as exceptional circumstances.

(VI) EFFECTIVE DATE.—The Secretary shall pro-
mulgate final regulations to carry out this clause
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not later than 9 months after the date of the en-
actment of this clause.

(VII) WEBSITE INCLUDING SUCCESSOR TECH-
NOLOGY.—In this clause, the term “website” in-
cludes any successor technology.

(viii) RIGHT OF APPEAL FOR SECONDARY PAYER DE-
TERMINATIONS RELATING TO LIABILITY INSURANCE (IN-
CLUDING SELF-INSURANCE), NO FAULT INSURANCE, AND
WORKERS' COMPENSATION LAWS AND PLANS.—The Sec-
retary shall promulgate regulations establishing a
right of appeal and appeals process, with respect to
any determination under this subsection for a pay-
ment made under this title for an item or service for
which the Secretary is seeking to recover conditional
payments from an applicable plan (as defined in para-
graph (8)(F)) that is a primary plan under subsection
(A)(ii), under which the applicable plan involved, or an
attorney, agent, or third party administrator on behalf
of such plan, may appeal such determination. The in-
dividual furnished such an item or service shall be no-
tified of the plan’s intent to appeal such determination

(C) TREATMENT OF QUESTIONNAIRES.—The Secretary
may not fail to make payment under subparagraph (A)
solely on the ground that an individual failed to complete
a1 questionnaire concerning the existence of a primary
plan.

(3) ENFORCEMENT.—

(A) PRIVATE CAUSE OF ACTION.—There is established a
private cause of action for damages (which shall be in an
amount double the amount otherwise provided) in the case
of a primary plan which fails to provide for primary pay-
ment (or appropriate reimbursement) in accordance with
paragraphs (1) and (2)(A).

(B) REFERENCE TO EXCISE TAX WITH RESPECT TO NON-
CONFORMING GROUP HEALTH PLANS.—For provision impos-
ing an excise tax with respect to nonconforming group
health plans, see section 5000 of the Internal Revenue
Code of 1986.

(C) PROHIBITION OF FINANCIAL INCENTIVES NOT TO EN-
ROLL IN A GROUP HEALTH PLAN OR A LARGE GROUP HEALTH
PLAN.—It is unlawful for an employer or other entity to
offer any financial or other incentive for an individual enti-
tled to benefits under this title not to enroll (or to termi-
nate enrollment) under a group health plan or a large
group health plan which would (in the case of such enroll-
ment) be a primary plan (as defined in paragraph (2)(A)).
Any entity that violates the previous sentence is subject to
a civil money penalty of not to exceed $5,000 for each such
violation. The provisions of section 1128A (other than sub-
sections (a) and (b)) shall apply to a civil money penalty
under the previous sentence in the same manner as such
provisions apply to a penalty or proceeding under section
1128A(a).

(4) COORDINATION OF BENEFITS.—Where payment for an item
or service by a primary plan is less than the amount of the
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charge for such item or service and is not payment in full, pay-
ment may be made under this title (without regard to
deductibles and coinsurance under this title) for the remainder
of such charge, but—

(A) payment under this title may not exceed an amount
which would be payable under this title for such item or
service if paragraph (2)(A) did not apply; and

(B) payment under this title, when combined with the
amount payable under the primary plan, may not exceed—

(i) in the case of an item or service payment for
which is determined under this title on the basis of
reasonable cost (or other cost-related basis) or under
section 1886, the amount which would be payable
under this title on such basis, and

(i1) in the case of an item or service for which pay-
ment is authorized under this title on another basis—

(I) the amount which would be payable under
the primary plan (without regard to deductibles
and coinsurance under such plan), or

(IT) the reasonable charge or other amount
which would be payable under this title (without
regi»:ard to deductibles and coinsurance under this
title),

whichever is greater.
(5) IDENTIFICATION OF SECONDARY PAYER SITUATIONS.—

(A) REQUESTING MATCHING INFORMATION.—

(i) COMMISSIONER OF SOCIAL SECURITY.—The Com-
missioner of Social Security shall, not less often that
annually, transmit to the Secretary of the Treasury a
list of the names and TINs of medicare beneficiaries
(as defined in section 6103(1)(12) of the Internal Rev-
enue Code of 1986) and request that the Secretary dis-
close to the Commissioner the information described in
subparagraph (A) of such section.

(11) ADMINISTRATOR.—The Administrator of the Cen-
ters for Medicare & Medicaid Services shall request,
not less often than annually, the Commissioner of the
Social Security Administration to disclose to the Ad-
ministrator the information described in subparagraph
(B) of section 6103(1)(12) of the Internal Revenue Code
of 1986.

(B) DISCLOSURE TO FISCAL INTERMEDIARIES AND CAR-
RIERS.—In addition to any other information provided
under this title to fiscal intermediaries and carriers, the
Administrator shall disclose to such intermediaries and
carriers (or to such a single intermediary or carrier as the
Secretary may designate) the information received under
subparagraph (A) for purposes of carrying out this sub-
section.

(C) CONTACTING EMPLOYERS.—

(i) IN GENERAL.—With respect to each individual (in
this subparagraph referred to as an “employee”) who
was furnished a written statement under section 6051
of the Internal Revenue Code of 1986 by a qualified
employer (as defined in section 6103(1)(12)(E)(iii) of
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such Code), as disclosed under subparagraph (B), the
appropriate fiscal intermediary or carrier shall contact
the employer in order to determine during what period
the employee or employee’s spouse may be (or have
been) covered under a group health plan of the em-
ployer and the nature of the coverage that is or was
provided under the plan (including the name, address,
and identifying number of the plan).

(ii) EMPLOYER RESPONSE.—Within 30 days of the
date of receipt of the inquiry, the employer shall notify
the intermediary or carrier making the inquiry as to
the determinations described in clause (i1). An em-
ployer (other than a Federal or other governmental en-
tity) who willfully or repeatedly fails to provide timely
and accurate notice in accordance with the previous
sentence shall be subject to a civil money penalty of
not to exceed $1,000 for each individual with respect
to which such an inquiry is made. The provision of
section 1128A (other than subsections (a) and (b))
shall apply to a civil money penalty under the pre-
vious sentence in the same manner as such provisions
apply to a penalty or proceeding under section
1128A(a).

(D) OBTAINING INFORMATION FROM BENEFICIARIES.—Be-
fore an individual applies for benefits under part A or en-
rolls under part B, the Administrator shall mail the indi-
vidual a questionnaire to obtain information on whether
the individual is covered under a primary plan and the na-
ture of the coverage provided under the plan, including the
name, address, and identifying number of the plan.

(E) END DATE.—The provisions of this paragraph shall
not apply to information required to be provided on or
after July 1, 2016.

(6) SCREENING REQUIREMENTS FOR PROVIDERS AND SUP-
PLIERS.—

(A) IN GENERAL.—Notwithstanding any other provision
of this title, no payment may be made for any item or serv-
ice furnished under part B unless the entity furnishing
such item or service completes (to the best of its knowledge
and on the basis of information obtained from the indi-
vidual to whom the item or service is furnished) the por-
tion of the claim form relating to the availability of other
health benefit plans.

(B) PENALTIES.—An entity that knowingly, willfully, and
repeatedly fails to complete a claim form in accordance
with subparagraph (A) or provides inaccurate information
relating to the availability of other health benefit plans on
a claim form under such subparagraph shall be subject to
a civil money penalty of not to exceed $2,000 for each such
incident. The provisions of section 1128A (other than sub-
sections (a) and (b)) shall apply to a civil money penalty
under the previous sentence in the same manner as such
provisions apply to a penalty or proceeding under section
1128A(a).
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(7) REQUIRED SUBMISSION OF INFORMATION BY GROUP HEALTH
PLANS.—

(A) REQUIREMENT.—On and after the first day of the
first calendar quarter beginning after the date that is 1
year after the date of the enactment of this paragraph, an
entity serving as an insurer or third party administrator
for a group health plan, as defined in paragraph (1)(A)(v),
and, in the case of a group health plan that is self-insured
and self-administered, a plan administrator or fiduciary,
shall—

(i) secure from the plan sponsor and plan partici-
pants such information as the Secretary shall specify
for the purpose of identifying situations where the
group health plan is or has been a primary plan to the
program under this title; and

(i1) submit such information to the Secretary in a
form and manner (including frequency) specified by
the Secretary.

(B) ENFORCEMENT.—

(i) IN GENERAL.—AnN entity, a plan administrator, or
a fiduciary described in subparagraph (A) that fails to
comply with the requirements under such subpara-

raph shall be subject to a civil money penalty of
%1,000 for each day of noncompliance for each indi-
vidual for which the information under such subpara-
graph should have been submitted. The provisions of
subsections (e) and (k) of section 1128A shall apply to
a civil money penalty under the previous sentence in
the same manner as such provisions apply to a pen-
alty or proceeding under section 1128A(a). A civil
money penalty under this clause shall be in addition
to any other penalties prescribed by law and in addi-
tion to any Medicare secondary payer claim under this
title with respect to an individual.

(il) DEPOSIT OF AMOUNTS COLLECTED.—Any amounts
collected pursuant to clause (i) shall be deposited in
the Federal Hospital Insurance Trust Fund under sec-
tion 1817.

(C) SHARING OF INFORMATION.—Notwithstanding any
other provision of law, under terms and conditions estab-
lished by the Secretary, the Secretary—

(i) shall share information on entitlement under
Part A and enrollment under Part B under this title
with entities, plan administrators, and fiduciaries de-
scribed in subparagraph (A);

(i1) may share the entitlement and enrollment infor-
mation described in clause (i) with entities and per-
sons not described in such clause; and

(iii) may share information collected under this
paragraph as necessary for purposes of the proper co-
ordination of benefits.

(D) IMPLEMENTATION.—Notwithstanding any other provi-
sion of law, the Secretary may implement this paragraph
by program instruction or otherwise.
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(8) REQUIRED SUBMISSION OF INFORMATION BY OR ON BEHALF
OF LIABILITY INSURANCE (INCLUDING SELF-INSURANCE), NO
FAULT INSURANCE, AND WORKERS' COMPENSATION LAWS AND
PLANS.—

(A) REQUIREMENT.—On and after the first day of the
first calendar quarter beginning after the date that is 18
months after the date of the enactment of this paragraph,
an applicable plan shall—

(i) determine whether a claimant (including an indi-
vidual whose claim is unresolved) is entitled to bene-
fits under the program under this title on any basis;
and

(i1) if the claimant is determined to be so entitled,
submit the information described in subparagraph (B)
with respect to the claimant to the Secretary in a form
and manner (including frequency) specified by the Sec-
retary.

(B) REQUIRED INFORMATION.—The information described
in this subparagraph is—

(i) the identity of the claimant for which the deter-
mination under subparagraph (A) was made; and

(i1) such other information as the Secretary shall
specify in order to enable the Secretary to make an ap-
propriate determination concerning coordination of
benefits, including any applicable recovery claim.

Not later than 18 months after the date of enactment of
this sentence, the Secretary shall modify the reporting re-
quirements under this paragraph so that an applicable
plan in complying with such requirements is permitted but
not required to access or report to the Secretary bene-
ficiary social security account numbers or health identifica-
tion claim numbers, except that the deadline for such
modification shall be extended by one or more periods
(specified by the Secretary) of up to 1 year each if the Sec-
retary notifies the committees of jurisdiction of the House
of Representatives and of the Senate that the prior dead-
line for such modification, without such extension, threat-
ens patient privacy or the integrity of the secondary payer
program under this subsection. Any such deadline exten-
sion notice shall include information on the progress being
made in implementing such modification and the antici-
pated implementation date for such modification.

(C) TIMING.—Information shall be submitted under sub-
paragraph (A)(ii) within a time specified by the Secretary
after the claim is resolved through a settlement, judgment,
award, or other payment (regardless of whether or not
there is a determination or admission of liability).

(D) CLAIMANT.—For purposes of subparagraph (A), the
term “claimant” includes—

(i) an individual filing a claim directly against the
applicable plan; and

(ii) an individual filing a claim against an individual
or entity insured or covered by the applicable plan.

(E) ENFORCEMENT.—
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(i) IN GENERAL.—An applicable plan that fails to
comply with the requirements under subparagraph (A)
with respect to any claimant may be subject to a civil
money penalty of up to $1,000 for each day of non-
compliance with respect to each claimant. The provi-
sions of subsections (e) and (k) of section 1128A shall
apply to a civil money penalty under the previous sen-
tence in the same manner as such provisions apply to
a penalty or proceeding under section 1128A(a). A civil
money penalty under this clause shall be in addition
to any other penalties prescribed by law and in addi-
tion to any Medicare secondary payer claim under this
title with respect to an individual.

(i1) DEPOSIT OF AMOUNTS COLLECTED.—Any amounts
collected pursuant to clause (i) shall be deposited in
the Federal Hospital Insurance Trust Fund.

(F) APPLICABLE PLAN.—In this paragraph, the term “ap-
plicable plan” means the following laws, plans, or other ar-
rangements, including the fiduciary or administrator for
such law, plan, or arrangement:

(i) Liability insurance (including self-insurance).

(ii) No fault insurance.

(iil)) Workers’ compensation laws or plans.

(G) SHARING OF INFORMATION.—The Secretary may
share information collected under this paragraph as nec-
essary for purposes of the proper coordination of benefits.

(H) IMPLEMENTATION.—Notwithstanding any other pro-
vision of law, the Secretary may implement this paragraph
by program instruction or otherwise.

(I) REGULATIONS.—Not later than 60 days after the date
of the enactment of this subparagraph, the Secretary shall
publish a notice in the Federal Register soliciting pro-
posals, which will be accepted during a 60-day period, for
the specification of practices for which sanctions will and
will not be imposed under subparagraph (E), including not
imposing sanctions for good faith efforts to identify a bene-
ficiary pursuant to this paragraph under an applicable en-
tity responsible for reporting information. After consid-
ering the proposals so submitted, the Secretary, in con-
sultation with the Attorney General, shall publish in the
Federal Register, including a 60-day period for comment,
proposed specified practices for which such sanctions will
and will not be imposed. After considering any public com-
ments received during such period, the Secretary shall
issue final rules specifying such practices.

(9) EXCEPTION.—

(A) IN GENERAL.—Clause (ii) of paragraph (2)(B) and any
reporting required by paragraph (8) shall not apply with
respect to any settlement, judgment, award, or other pay-
ment by an applicable plan arising from liability insurance
(including self-insurance) and from alleged physical trau-
ma-based incidents (excluding alleged ingestion, implanta-
tion, or exposure cases) constituting a total payment obli-
gation to a claimant of not more than the single threshold
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amount calculated by the Secretary under subparagraph
(B) for the year involved.

(B) ANNUAL COMPUTATION OF THRESHOLD.—

(i) IN GENERAL.—Not later than November 15 before
each year, the Secretary shall calculate and publish a
single threshold amount for settlements, judgments,
awards, or other payments for obligations arising from
liability insurance (including self-insurance) and for
alleged physical trauma-based incidents (excluding al-
leged ingestion, implantation, or exposure cases) sub-
ject to this section for that year. The annual single
threshold amount for a year shall be set such that the
estimated average amount to be credited to the Medi-
care trust funds of collections of conditional payments
from such settlements, judgments, awards, or other
payments arising from liability insurance (including
self-insurance) and for such alleged incidents subject
to this section shall equal the estimated cost of collec-
tion incurred by the United States (including pay-
ments made to contractors) for a conditional payment
arising from liability insurance (including self-insur-
ance) and for such alleged incidents subject to this sec-
tion for the year. At the time of calculating, but before
publishing, the single threshold amount for 2014, the
Secretary shall inform, and seek review of, the Comp-
troller General of the United States with regard to
such amount.

(ii)) PUBLICATION.—The Secretary shall include, as
part of such publication for a year—

(I) the estimated cost of collection incurred by
the United States (including payments made to
contractors) for a conditional payment arising
from liability insurance (including self-insurance)
and for such alleged incidents; and

(I) a summary of the methodology and data
used by the Secretary in computing such thresh-
old amount and such cost of collection.

(C) EXCLUSION OF ONGOING EXPENSES.—For purposes of
this paragraph and with respect to a settlement, judgment,
award, or other payment not otherwise addressed in clause
(i1) of paragraph (2)(B) that includes ongoing responsibility
for medical payments (excluding settlements, judgments,
awards, or other payments made by a workers’ compensa-
tion law or plan or no fault insurance), the amount utilized
for calculation of the threshold described in subparagraph
(A) shall include only the cumulative value of the medical
payments made under this title.

(D) REPORT TO CONGRESS.—Not later than November 15
before each year, the Secretary shall submit to the Con-
gress a report on the single threshold amount for settle-
ments, judgments, awards, or other payments for condi-
tional payment obligations arising from liability insurance
(including self-insurance) and alleged incidents described
in subparagraph (A) for that year and on the establish-
ment and application of similar thresholds for such pay-
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ments for conditional payment obligations arising from
worker compensation cases and from no fault insurance
cases subject to this section for the year. For each such re-
port, the Secretary shall—

(i) calculate the threshold amount by using the
methodology applicable to certain liability claims de-
scribed in subparagraph (B); and

(i1) include a summary of the methodology and data
used in calculating each threshold amount and the
amount of estimated savings under this title achieved
by the Secretary implementing each such threshold.

(10) COORDINATION OF BENEFITS WITH POSTAL SERVICE
HEALTH BENEFITS PLANS.—The previous provisions of this sub-
section are superseded to the extent the Secretary determines, in
consultation with the Office of Personnel Management, them to
be inconsistent with section 8903c(f) of title 5, United States
Code.

(c) No payment may be made under part B for any expenses in-
curred for—

(1) a drug product—

(A) which is described in section 107(c)(3) of the Drug
Amendments of 1962,

(B) which may be dispensed only upon prescription,

(C) for which the Secretary has issued a notice of an op-
portunity for a hearing under subsection (e) of section 505
of the Federal Food, Drug, and Cosmetic Act on a proposed
order of the Secretary to withdraw approval of an applica-
tion for such drug product under such section because the
Secretary has determined that the drug is less than effec-
tive for all conditions of use prescribed, recommended, or
suggested in its labeling, and

(D) for which the Secretary has not determined there is
a compelling justification for its medical need; and

(2) any other drug product—

(A) which is identical, related, or similar (as determined
in accordance with section 310.6 of title 21 of the Code of
Federal Regulations) to a drug product described in para-
graph (1), and

(B) for which the Secretary has not determined there is
a compelling justification for its medical need,

until such time as the Secretary withdraws such proposed order.

(d) For purposes of subsection (a)(1)(A), in the case of any item
or service that is required to be provided pursuant to section 1867
to an individual who is entitled to benefits under this title, deter-
minations as to whether the item or service is reasonable and nec-
essary shall be made on the basis of the information available to
the treating physician or practitioner (including the patient’s pre-
senting symptoms or complaint) at the time the item or service was
ordered or furnished by the physician or practitioner (and not on
the patient’s principal diagnosis). When making such determina-
tions with respect to such an item or service, the Secretary shall
not consider the frequency with which the item or service was pro-
vided to the patient before or after the time of the admission or
visit.
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(e)(1) No payment may be made under this title with respect to
any item or service (other than an emergency item or service, not
including items or services furnished in an emergency room of a
hospital) furnished—

(A) by an individual or entity during the period when such
individual or entity is excluded pursuant to section 1128,
1128A, 1156 or 1842(j)(2) from participation in the program
under this title; or

(B) at the medical direction or on the prescription of a physi-
cian during the period when he is excluded pursuant to section
1128, 1128A, 1156 or 1842()2) from participation in the pro-
gram under this title and when the person furnishing such
item or service knew or had reason to know of the exclusion
(after a reasonable time period after reasonable notice has
been furnished to the person).

(2) Where an individual eligible for benefits under this title sub-
mits a claim for payment for items or services furnished by an indi-
vidual or entity excluded from participation in the programs under
this title, pursuant to section 1128, 1128A, 1156, 1160 (as in effect
on September 2, 1982), 1842(3j)(2), 1862(d) (as in effect on the date
of the enactment of the Medicare and Medicaid Patient and Pro-
gram Protection Act of 1987), or 1866, and such beneficiary did not
know or have reason to know that such individual or entity was so
excluded, then, to the extent permitted by this title, and notwith-
standing such exclusion, payment shall be made for such items or
services. In each such case the Secretary shall notify the bene-
ficiary of the exclusion of the individual or entity furnishing the
items or services. Payment shall not be made for items or services
furnished by an excluded individual or entity to a beneficiary after
a reasonable time (as determined by the Secretary in regulations)
after the Secretary has notified the beneficiary of the exclusion of
that individual or entity.

(f) The Secretary shall establish utilization guidelines for the de-
termination of whether or not payment may be made, consistent
with paragraph (1)(A) of subsection (a), under part A or part B for
expenses incurred with respect to the provision of home health
services, and shall provide for the implementation of such guide-
lines through a process of selective postpayment coverage review by
intermediaries or otherwise.

(g) The Secretary shall, in making the determinations under
paragraphs (1) and (9) of subsection (a), and for the purposes of
promoting the effective, efficient, and economical delivery of health
care services, and of promoting the quality of services of the type
for which payment may be made under this title, enter into con-
tracts with quality improvement organizations pursuant to part B
of title XI of this Act.

(h)(1) The Secretary—

(A) shall waive the application of subsection (a)(22) in cases
in which—

(1) there is no method available for the submission of
claims in an electronic form; or

(i1) the entity submitting the claim is a small provider
of services or supplier; and

(B) may waive the application of such subsection in such un-
usual cases as the Secretary finds appropriate.
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(2) For purposes of this subsection, the term “small provider of
services or supplier” means—

(A) a provider of services with fewer than 25 full-time equiv-
alent employees; or

(B) a physician, practitioner, facility, or supplier (other than
provider of services) with fewer than 10 full-time equivalent
employees.

(i) In order to supplement the activities of the Medicare Payment
Advisory Commission under section 1886(e) in assessing the safety,
efficacy, and cost-effectiveness of new and existing medical proce-
dures, the Secretary may carry out, or award grants or contracts
for, original research and experimentation of the type described in
clause (ii) of section 1886(e)(6)(E) with respect to such a procedure
if the Secretary finds that—

(1) such procedure is not of sufficient commercial value to
justify research and experimentation by a commercial organi-
zation;

(2) research and experimentation with respect to such proce-
dure is not of a type that may appropriately be carried out by
an institute, division, or bureau of the National Institutes of
Health; and

(8) such procedure has the potential to be more cost-effective
in the treatment of a condition than procedures currently in
use with respect to such condition.

(G)(1) Any advisory committee appointed to advise the Secretary
on matters relating to the interpretation, application, or implemen-
tation of subsection (a)(1) shall assure the full participation of a
nonvoting member in the deliberations of the advisory committee,
and shall provide such nonvoting member access to all information
and data made available to voting members of the advisory com-
mittee, other than information that—

(A) is exempt from disclosure pursuant to subsection (a) of
section 552 of title 5, United States Code, by reason of sub-
section (b)(4) of such section (relating to trade secrets); or

(B) the Secretary determines would present a conflict of in-
terest relating to such nonvoting member.

(2) If an advisory committee described in paragraph (1) organizes
into panels of experts according to types of items or services consid-
ered by the advisory committee, any such panel of experts may re-
port any recommendation with respect to such items or services di-
rectly to the Secretary without the prior approval of the advisory
committee or an executive committee thereof.

(k)(1) Subject to paragraph (2), a group health plan (as defined
in subsection (a)(1)(A)(v)) providing supplemental or secondary cov-
erage to individuals also entitled to services under this title shall
not require a medicare claims determination under this title for
dental benefits specifically excluded under subsection (a)(12) as a
condition of making a claims determination for such benefits under
the group health plan.

(2) A group health plan may require a claims determination
under this title in cases involving or appearing to involve inpatient
dental hospital services or dental services expressly covered under
this title pursuant to actions taken by the Secretary.

() NATIONAL AND LOCAL COVERAGE DETERMINATION PROCESS.—
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(1) FACTORS AND EVIDENCE USED IN MAKING NATIONAL COV-
ERAGE DETERMINATIONS.—The Secretary shall make available
to the public the factors considered in making national cov-
erage determinations of whether an item or service is reason-
able and necessary. The Secretary shall develop guidance docu-
ments to carry out this paragraph in a manner similar to the
development of guidance documents under section 701(h) of the
Federal Food, Drug, and Cosmetic Act (21 U.S.C. 371(h)).

(2) TIMEFRAME FOR DECISIONS ON REQUESTS FOR NATIONAL
COVERAGE DETERMINATIONS.—In the case of a request for a na-
tional coverage determination that—

(A) does not require a technology assessment from an
outside entity or deliberation from the Medicare Coverage
Advisory Committee, the decision on the request shall be
made not later than 6 months after the date of the re-
quest; or

(B) requires such an assessment or deliberation and in
which a clinical trial is not requested, the decision on the
request shall be made not later than 9 months after the
date of the request.

(3) PROCESS FOR PUBLIC COMMENT IN NATIONAL COVERAGE
DETERMINATIONS.—

(A) PERIOD FOR PROPOSED DECISION.—Not later than the
end of the 6-month period (or 9-month period for requests
described in paragraph (2)(B)) that begins on the date a re-
quest for a national coverage determination is made, the
Secretary shall make a draft of proposed decision on the
request available to the public through the Internet
website of the Centers for Medicare & Medicaid Services
or other appropriate means.

(B) 30-DAY PERIOD FOR PUBLIC COMMENT.—Beginning on
the date the Secretary makes a draft of the proposed deci-
sion available under subparagraph (A), the Secretary shall
provide a 30-day period for public comment on such draft.

(C) 60-DAY PERIOD FOR FINAL DECISION.—Not later than
60 days after the conclusion of the 30-day period referred
to under subparagraph (B), the Secretary shall—

(i) make a final decision on the request;

(i1) include in such final decision summaries of the
public comments received and responses to such com-
ments;

(iii) make available to the public the clinical evi-
dence and other data used in making such a decision
when the decision differs from the recommendations of
the Medicare Coverage Advisory Committee; and

(iv) in the case of a final decision under clause (i) to
grant the request for the national coverage determina-
tion, the Secretary shall assign a temporary or perma-
nent code (whether existing or unclassified) and imple-
ment the coding change.

(4) CONSULTATION WITH OUTSIDE EXPERTS IN CERTAIN NA-
TIONAL COVERAGE DETERMINATIONS.—With respect to a request
for a national coverage determination for which there is not a
review by the Medicare Coverage Advisory Committee, the Sec-
retary shall consult with appropriate outside clinical experts.
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(5) LOCAL COVERAGE DETERMINATION PROCESS.—

(A) PLAN TO PROMOTE CONSISTENCY OF COVERAGE DETER-
MINATIONS.—The Secretary shall develop a plan to evalu-
ate new local coverage determinations to determine which
determinations should be adopted nationally and to what
extent greater consistency can be achieved among local
coverage determinations.

(B) CoNsULTATION.—The Secretary shall require the fis-
cal intermediaries or carriers providing services within the
same area to consult on all new local coverage determina-
tions within the area.

(C) DISSEMINATION OF INFORMATION.—The Secretary
should serve as a center to disseminate information on
local coverage determinations among fiscal intermediaries
and carriers to reduce duplication of effort.

(6) NATIONAL AND LOCAL COVERAGE DETERMINATION DE-
FINED.—For purposes of this subsection—

(A) NATIONAL COVERAGE DETERMINATION.—The term
“national coverage determination” means a determination
by the Secretary with respect to whether or not a par-
ticillar item or service is covered nationally under this
title.

(B) LOCAL COVERAGE DETERMINATION.—The term “local
coverage determination” has the meaning given that in
section 1869(f)(2)(B).

(m) COVERAGE OF ROUTINE CoOSTS ASSOCIATED WITH CERTAIN
CLINICAL TRIALS OF CATEGORY A DEVICES.—

(1) IN GENERAL.—In the case of an individual entitled to ben-
efits under part A, or enrolled under part B, or both who par-
ticipates in a category A clinical trial, the Secretary shall not
exclude under subsection (a)(1) payment for coverage of routine
costs of care (as defined by the Secretary) furnished to such in-
dividual in the trial.

(2) CATEGORY A CLINICAL TRIAL.—For purposes of paragraph
(1), a “category A clinical trial” means a trial of a medical de-
vice if—

(A) the trial is of an experimental/investigational (cat-
egory A) medical device (as defined in regulations under
section 405.201(b) of title 42, Code of Federal Regulations
(as in effect as of September 1, 2003));

(B) the trial meets criteria established by the Secretary
to ensure that the trial conforms to appropriate scientific
and ethical standards; and

(C) in the case of a trial initiated before January 1,
2010, the device involved in the trial has been determined
by the Secretary to be intended for use in the diagnosis,
monitoring, or treatment of an immediately life-threat-
ening disease or condition.

(n) REQUIREMENT OF A SURETY BOND FOR CERTAIN PROVIDERS OF
SERVICES AND SUPPLIERS.—

(1) IN GENERAL.—The Secretary may require a provider of
services or supplier described in paragraph (2) to provide the
Secretary on a continuing basis with a surety bond in a form
specified by the Secretary in an amount (not less than $50,000)
that the Secretary determines is commensurate with the vol-
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ume of the billing of the provider of services or supplier. The
Secretary may waive the requirement of a bond under the pre-
ceding sentence in the case of a provider of services or supplier
that provides a comparable surety bond under State law.

(2) PROVIDER OF SERVICES OR SUPPLIER DESCRIBED.—A pro-
vider of services or supplier described in this paragraph is a
provider of services or supplier the Secretary determines ap-
propriate based on the level of risk involved with respect to the
provider of services or supplier, and consistent with the surety
bond requirements wunder sections 1834(a)(16)(B) and
1861(0)(7)(C).

(0) SUSPENSION OF PAYMENTS PENDING INVESTIGATION OF CRED-
IBLE ALLEGATIONS OF FRAUD.—

(1) IN GENERAL.—The Secretary may suspend payments to a
provider of services or supplier under this title pending an in-
vestigation of a credible allegation of fraud against the pro-
vider of services or supplier, unless the Secretary determines
there is good cause not to suspend such payments.

(2) CONSULTATION.—The Secretary shall consult with the In-
spector General of the Department of Health and Human Serv-
ices in determining whether there is a credible allegation of
fraud against a provider of services or supplier.

(3) PROMULGATION OF REGULATIONS.—The Secretary shall
promulgate regulations to carry out this subsection and section
19033)(2)(C).

& * *k & & * *k
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CHAPTER 1—POSTAL POLICY AND DEFINITIONS

* * *k & * * *k

§102. Definitions
As used in this title—

(1) “Postal Service” means the United States Postal Service
established by section 201 of this title;

(2) “Board of Governors”, and “Board”, unless the context
otherwise requires, mean the Board of Governors established
under section 202 of this title;
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(3) “Governors” means the [9 members] 5 members of the
Board of Governors appointed by the President, by and with
the advice and consent of the Senate, under [section 202(a)]
section 202(b)(1) of this title;

(4) “Inspector General” means [the Inspector General ap-
pointed under section 202(e) of this title] the Inspector General
of the Postal Community as described in section 8M of the In-
spector General Act of 1978 (5 U.S.C. App.);

(5) “postal service” refers to the delivery of letters, printed
matter, or mailable packages, including acceptance, collection,
sorting, transportation, or other functions ancillary thereto;

(6) “product” means a postal service with a distinct cost or
market characteristic for which a rate or rates are, or may rea-
sonably be, applied;

(7) “rates”, as used with respect to products, includes fees for
postal services;

(8) “market-dominant product” or “product in the market-
dominant category of mail” means a product subject to sub-
chapter I of chapter 36;

(9) “competitive product” or “product in the competitive cat-
egory of mail” means a product subject to subchapter II of
chapter 36; and

(10) “year”, as used in chapter 36 (other than subchapters I
and VI thereof), means a fiscal year.

% * * * % * *
CHAPTER 2—ORGANIZATION

Sec.
201. United States Postal Service.

Ed S Ed * * k &

[203. Postmaster General; Deputy Postmaster General.]
203. Postmaster General.

209. Chief Innovation Officer.
% * # * % * #

[§202. Board of Governors

[(a)(1) The exercise of the power of the Postal Service shall be
directed by a Board of Governors composed of 11 members ap-
pointed in accordance with this section. Nine of the members, to be
known as Governors, shall be appointed by the President, by and
with the advice and consent of the Senate, not more than 5 of
whom may be adherents of the same political party. The Governors
shall elect a Chairman from among the members of the Board. The
Governors shall represent the public interest generally, and shall
be chosen solely on the basis of their experience in the field of pub-
lic service, law or accounting or on their demonstrated ability in
managing organizations or corporations (in either the public or pri-
vate sector) of substantial size; except that at least 4 of the Gov-
ernors shall be chosen solely on the basis of their demonstrated
ability in managing organizations or corporations (in either the
public or private sector) that employ at least 50,000 employees. The
Governors shall not be representatives of specific interests using
the Postal Service, and may be removed only for cause. Each Gov-
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ernor shall receive a salary of $30,000 a year plus $300 a day for
not more than 42 days of meetings each year and shall be reim-
bursed for travel and reasonable expenses incurred in attending
meetings of the Board. Nothing in the preceding sentence shall be
construed to limit the number of days of meetings each year to 42
days.

[(2) In selecting the individuals described in paragraph (1) for
nomination for appointment to the position of Governor, the Presi-
dent should consult with the Speaker of the House of Representa-
tives, the minority leader of the House of Representatives, the ma-
jority leader of the Senate, and the minority leader of the Senate.

[(b)(1) The terms of the 9 Governors shall be 7 years, except that
the terms of the 9 Governors first taking office shall expire as des-
ignated by the President at the time of appointment, 1 at the end
of 1 year, 1 at the end of 2 years, 1 at the end of 3 years, 1 at the
end of 4 years, 1 at the end of 5 years, 1 at the end of 6 years,
1 at the end of 7 years, 1 at the end of 8 years, and 1 at the end
of 9 years, following the appointment of the first of them. Any Gov-
ernor appointed to fill a vacancy before the expiration of the term
for which his predecessor was appointed shall serve for the remain-
der of such term. A Governor may continue to serve after the expi-
ration of his term until his successor has qualified, but not to ex-
ceed one year.

[(2) No person may serve more than 2 terms as a Governor.

[(c) The Governors shall appoint and shall have the power to re-
move the Postmaster General, who shall be a voting member of the
Board. His pay and term of service shall be fixed by the Governors.

[(d) The Governors and the Postmaster General shall appoint
and shall have the power to remove the Deputy Postmaster Gen-
eral, who shall be a voting member of the Board. His term of serv-
ice shall be fixed by the Governors and the Postmaster General and
his pay by the Governors.

[(e)(1) The Governors shall appoint and shall have the power to
remove the Inspector General.

[(2) The Inspector General shall be appointed—

[(A) for a term of 7 years;

[(B) without regard to political affiliation; and

[(C) solely on the basis of integrity and demonstrated ability
in accounting, auditing, financial analysis, law, management
analysis, public administration, or investigations.

[(3) The Inspector General may at any time be removed upon the
written concurrence of at least 7 Governors, but only for cause.
Nothing in this subsection shall be considered to exempt the Gov-
ernors from the requirements of section 8G(e) of the Inspector Gen-
eral Act of 1978.

[§ 203. Postmaster General; Deputy Postmaster General

[The chief executive officer of the Postal Service is the Post-
master General appointed under section 202(c) of this title. The al-
ternate chief executive officer of the Postal Service is the Deputy
Postmaster General appointed under section 202(d) of this title.]

$§202. Board of Governors

(a) IN GENERAL.—There is established in the Postal Service a
Board of Governors composed of 5 Governors, a Postmaster General,
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and a Deputy Postmaster General, all of whom shall be appointed
in accordance with this section. The Governors shall have the power
to—

(1) exercise the powers of the Postal Service, consistent with
section 203(c);

(2) appoint, fix the term of service of, and remove the Post-
master General;

(3) in consultation with the Postmaster General, appoint, fix
thelterm of service of, and remove the Deputy Postmaster Gen-
eral;

(4) set the strategic direction of postal operations and approve
the pricing and product strategy for the Postal Service;

(5) set the compensation of the Postmaster General and the
Deputy Postmaster General in accordance with private sector
best practices, as determined by the Governors pursuant to sec-
tion 3686; and

(6) carry out any other duties specifically provided for in this
title.

(b) APPOINTMENT; PAY.—

(1) IN GENERAL.—The Governors shall be appointed by the
President, by and with the advice and consent of the Senate, not
more than 3 of whom may be adherents of the same political
party. The Governors shall elect a Chair from among their
members. The Governors shall represent the public interest gen-
erally, and shall be chosen solely on the basis of their experience
in the field of public administration, law, or accounting, or on
their demonstrated ability in managing organizations or cor-
porations (in either the public or private sector) of substantial
size, except that at least 3 of the Governors shall be chosen sole-
ly on the basis of their demonstrated ability in managing orga-
nizations or corporations (in either the public or private sector)
that employ at least 10,000 employees. The Governors shall not
be representatives of specific interests using the Postal Service,
and may be removed only for cause.

(2) COMPENSATION.—Each Governor shall receive a salary of
$30,000 a year plus $300 a day for not more than 42 days of
meetings each year and shall be reimbursed for travel and rea-
sonable expenses incurred in attending meetings of the Board.
Nothing in the preceding sentence shall be construed to limit
the number of days of meetings each year to 42 days.

(3) CONSULTATION.—In selecting the individuals described in
paragraph (1) for nomination for appointment to the position of
Governor, the President should consult with the Speaker of the
House of Representatives, the minority leader of the House of
Representatives, the majority leader of the Senate, and the mi-
nority leader of the Senate.

(¢c) TERMS OF GOVERNORS.—

(1) IN GENERAL.—The terms of the 5 Governors shall be 7
years, except that the terms of the 5§ Governors first taking office
shall expire as designated by the President at the time of ap-
pointment, 1 at the end of 1 year, 1 at the end of 2 years, 1 at
the end of 3 years, 1 at the end of 4 years, and 1 at the end
of 5 years, following the appointment of the first of them. Any
Governor appointed to fill a vacancy before the expiration of the
term for which the Governor’s predecessor was appointed shall
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serve for the remainder of such term. A Governor may continue
to serve after the expiration of the Governor’s term until his suc-
cessor has qualified, but not to exceed one year.
(2) LIMITATION.—No individual may serve more than 2 terms
as a Governor.
(d) STAFF.—The Chair of the Board of Governors shall ensure
that the Board has appropriate independent staff to carry out the
roles and responsibilities of the Board.

$203. Postmaster General

(a) IN GENERAL.—The chief executive officer of the Postal Service
is the Postmaster General, appointed pursuant to section 202(a)(1).
The alternate chief executive officer of the Postal Service is the Dep-
uty Postmaster General, appointed pursuant to section 202(a)(2) of
this title.

(b) POwERS.—Consistent with the requirements of this title, the
exercise of the power of the Postal Service shall be vested in the Gov-
ernors and carried out by the Postmaster General in a manner con-
sistent with the strategic direction and pricing and product strategy
approved by the Governors. The Postmaster General shall consult
with the Governors and the Deputy Postmaster General in carrying
out such power.

§ 204. General Counsel; Judicial Officer; Chief Postal Inspec-
tor

There shall be within the Postal Service a General Counsel, such
number of Assistant Postmasters General as [the Board] the Post-
master General shall consider appropriate, a Judicial Officer, and
a Chief Postal Inspector. The General Counsel, the Assistant Post-
masters General, the Judicial Officer, and the Chief Postal Inspec-
tor shall be appointed by, and serve at the pleasure of, the Post-
master General. The Judicial Officer shall perform such quasi-judi-
cial duties, not inconsistent with chapter 36 of this title, as the
Postmaster General may designate. The Judicial Officer shall be
the agency for the purposes of the requirements of chapter 5 of title
5, to the extent that functions are delegated to him by the Post-
master General. The Chief Postal Inspector shall report to, and be
under the general supervision of, the Postmaster General. The
Postmaster General shall promptly notify [the Governors andl
both Houses of Congress in writing if he or she removes the Chief
Postal Inspector or transfers the Chief Postal Inspector to another
position or location within the Postal Service, and shall include in
any such notification the reasons for the removal or transfer.

[§ 205. Procedures of the Board of Governors

[(a) The Board shall direct and control the expenditures and re-
view the practices and policies of the Postal Service, and perform
other functions and duties prescribed by this title.

[(b) Vacancies in the Board, as long as there are sufficient mem-
bers to form a quorum, shall not impair the powers of the Board
under this title.

[(c) The Board shall act upon majority vote of those members
who are present, and any 6 members present shall constitute a
quorum for the transaction of business by the Board, except—
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[(1) that in the appointment or removal of the Postmaster
General, and in setting the compensation of the Postmaster
General and Deputy Postmaster General, a favorable vote of
an absolute majority of the Governors in office shall be re-
quired;

[(2) that in the appointment or removal of the Deputy Post-
master General, a favorable vote of an absolute majority of the
Governors in office and the member serving as Postmaster
General shall be required; and

[(3) as otherwise provided in this title.

[(d) No officer or employee of the United States may serve con-
currently as a Governor. A Governor may hold any other office or
employment not inconsistent or in conflict with his duties, respon-
sibilities, and powers as an officer of the Government of the United
States in the Postal Service.]

§205. Procedures of the Board of Governors

(a) VACANCIES.—Vacancies in the Board shall not impair the
powers of the Board under this title.

(b) VOTE.—The Board shall act upon majority vote of those mem-
bers who are present, subject to such quorum requirements as the
Board may establish.

(¢) LIMITATION.—No officer or employee of the United States may
serve concurrently as a Governor. A Governor may hold any other
office or employment not inconsistent or in conflict with the Gov-
ernor’s duties, responsibilities, and powers as an officer of the Gov-
ernment of the United States in the Postal Service.

* * *k & * * *k

§207. Seal

The seal of the Postal Service shall be filed by [the Board] the
Postal Service in the Office of the Secretary of State, judicially no-
ticed, affixed to all commissions of officers of the Postal Service,
and used to authenticate records of the Postal Service.

* * * * * * *

§209. Chief Innovation Officer

(a) IN GENERAL.—There is established within the Postal Service
the position of Chief Innovation Officer, appointed by the Post-
master General, who shall manage the Postal Service’s development
and implementation of innovative postal and nonpostal products
and services.

(b) DUTIES.—The primary duties of the Chief Innovation Officer
are as follows:

(1) Leading the development of innovative nonpostal products
and services that will maximize revenue to the Postal Service.

(2) Developing innovative postal products and services, spe-
cifically those that utilize emerging information technologies, to
maximize revenue to the Postal Service.

(3) Implementing the innovation strategy described under
subsection (d).

(4) Monitoring the performance of innovative products and
servf;es and revising them as needed to meet changing market
trends.
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(5) Taking into consideration comments or advisory opinions,
if applicable, issued by the Postal Regulatory Commission prior
to the initial sale of innovative postal or nonpostal products
and services.

(c) APPOINTMENT.—

(1) DEADLINE.—As soon as practicable after the date of enact-
ment of the Postal Service Reform Act of 2016, but no later than
6 months after such date, the Postmaster General shall appoint
a Chief Innovation Officer.

(2) REQUIREMENTS.—Any individual appointed to serve as the
Chief Innovation Officer shall have proven expertise and a
record of success in at least 1 of the following: postal and ship-
ping industry; innovation product research and development;
marketing brand strategy;, emerging communications tech-
nology; or business process management.

(3) CURRENT OFFICER OR EMPLOYEE ELIGIBLE.—An officer or
employee of the Postal Service may be appointed to the position
of Chief Innovation Officer under this chapter. Upon appoint-
ment to such position, such officer or employee may not concur-
rently hold any other position in the Postal Service.

(d) INNOVATION STRATEGY.—

(1) IN GENERAL.—Not later than 12 months after the date on
which the Chief Innovation Officer is appointed under sub-
section (c)(1), the Postmaster General shall submit to the Com-
mittee on Quersight and Government Reform of the House of
Representatives, the Committee on Homeland Security and Gov-
ernmental Affairs of the Senate, and the Postal Regulatory
Commission a comprehensive strategy for maximizing revenues
through innovative postal and nonpostal products and services.

(2) MATTERS TO BE ADDRESSED.—The strategy submitted
under paragraph (1) shall address—

(A) the specific innovative postal and nonpostal products
and services to be developed and offered by the Postal Serv-
ice, including the nature of the market to be filled by each
product and service and the likely date by which each prod-
uct and service will be introduced;

(B) the cost of developing and offering each product or
service;

(C) the anticipated sales volume of each product and
service;

(D) the anticipated revenues and profits expected to be
generated by each product and service;

(E) the likelihood of success of each product and service
as well as the risks associated with the development and
sale of each product and service;

(F) the trends anticipated in market conditions that may
affect the success of each product and service over the 5-
year period beginning on the date such strategy or update
is submitted;

(G) the metrics that will be utilized to assess the effective-
ness of the innovation strategy; and

(H) the specific methods by which mailpiece design anal-
ysis may be improved to speed the approval process and
promote the increased use of innovative mailpiece design.
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(3) STRATEGY UPDATES.—On January 1, 2018, and every 3
years thereafter, the Postal Service shall submit an update to
the innovation strategy submitted under paragraph (1) to the
Committee on Quersight and Government Reform of the House
of Representatives, the Committee on Homeland Security and
Governmental Affairs of the Senate, and the Postal Regulatory
Commission.

(e) REPORT.—

(1) IN GENERAL.—On the date of submission of the President’s
annual budget under section 1105(a) of title 31, the Postmaster
General shall submit to the Committee on Quersight and Gov-
ernment Reform of the House of Representatives, the Committee
on Homeland Security and Governmental Affairs of the Senate,
and the Postal Regulatory Commission a report that details the
Postal Service’s progress in implementing the innovation strat-
egy described under subsection (d).

(2) MATTERS TO BE ADDRESSED.—The report required under
paragraph (1) shall address—

(A) the revenue generated by each product and service de-
veloped through the innovation strategy and the costs of de-
veloping and offering each such product and service for the
most recent fiscal year;

(B) the total sales volume and revenue generated by each
product and service on a monthly basis for the preceding
year;

(C) trends in the markets filled by each product and serv-
ice;

(D) products and services identified in the innovation
strategy that are to be discontinued, the date on which the
discontinuance will occur, and the reasons for the dis-
continuance;

(E) alterations in products and services identified in the
innovation strategy that will be made to meet changing
market conditions, and an explanation of how these alter-
ations will ensure the success of the products and services;
and

(F) the performance of the innovation strategy according
to the metrics identified in subsection (d)(2)(G).

(f) COMPTROLLER GENERAL STUDY.—

(1) IN GENERAL.—The Comptroller General shall conduct a
study on the implementation of the innovation strategy de-
scribed under subsection (d) not later than 4 years after the
date of enactment of the Postal Service Reform Act of 2016.

(2) CONTENTS.—The study required under paragraph (1)
shall assess the effectiveness of the Postal Service in identifying,
developing, and selling innovative postal and nonpostal prod-
ucts and services. The study shall also include—

(A) an audit of the costs of developing each innovative
postal and nonpostal product and service developed or of-
fered by the Postal Service during the period beginning on
the date of enactment of the Postal Service Reform Act of
2016 and ending 4 years after such date;

(B) the sales volume of each such product and service;

(C) the revenues and profits generated by each such prod-
uct and service; and
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(D) the likelihood of continued success of each such prod-
uct and service.

(3) SUBMISSION.—The results of the study required under this
subsection shall be submitted to the Committee on Quversight
and Government Reform of the House of Representatives, the
Committee on Homeland Security and Governmental Affairs of
the Senate, and the Postal Regulatory Commission.

* * *k & * * *k

CHAPTER 4—GENERAL AUTHORITY

* * *k & * * *k

[§ 402. Delegation of authority

[Except for those powers, duties, or obligations specifically vest-
ed in the Governors, as distinguished from the Board of Governors,
the Board may delegate the authority vested in it to the Post-
master General under such terms, conditions, and limitations, in-
cluding the power of redelegation, as it deems desirable. The Board
may establish such committees of the Board, and delegate such
powers to any committee, as the Board determines appropriate to
carry out its functions and duties. Delegations to the Postmaster
General or committees shall be consistent with other provisions of
this title, shall not relieve the Board of full responsibility for the
carrying out of its duties and functions, and shall be revocable by
the Governors in their exclusive judgment.]

§402. Delegation of authority

(a) POSTMASTER GENERAL.—The Postmaster General may dele-
gate his or her authority under such terms, conditions, and limita-
tions, including the power of redelegation, as he or she determines
desirable. The Postmaster General may establish such committees of
officers and employees of the Postal Service, and delegate such pow-
ers to any committee, as the Postmaster General determines appro-
priate to carry out his or her functions and duties. Delegations
under this section shall be consistent with other provisions of this
title, shall not relieve the Postmaster General of full responsibility
for the carrying out the Postmaster General’s duties and functions,
and shall be revocable by the Postmaster General.

(b) BOARD OF GOVERNORS.—The Board may establish such com-
mittees of the Board, and delegate such powers to any committee,
as the Board determines appropriate to carry out its functions and
duties. Delegations to committees shall be consistent with other pro-
visions of this title, shall not relieve the Board of full responsibility
for the carrying out of its duties and functions, and shall be rev-
ocable by the Board in its exclusive judgment.

* * *k & * * *k

§404. Specific powers

(a) Subject to the provisions of section 404a, but otherwise with-
out limitation of the generality of its powers, the Postal Service
shall have the following specific powers, among others:

(1) to provide for the collection, handling, transportation, de-
livery, forwarding, returning, and holding of mail, and for the
disposition of undeliverable mail,
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(2) to prescribe, in accordance with this title, the amount of
postage and the manner in which it is to be paid;

(3) to determine the need for post offices, postal and training
facilities and equipment, and to provide such offices, facilities,
and equipment as it determines are needed;

(4) to provide and sell postage stamps and other stamped
paper, cards, and envelopes and to provide such other evi-
dences of payment of postage and fees as may be necessary or
desirable;

(5) to provide philatelic services;

(6) to investigate postal offenses and civil matters relating to
the Postal Service;

(7) to offer and pay rewards for information and services in
connection with violation of the postal laws, and, unless a dif-
ferent disposal is expressly prescribed, to pay one-half of all
penalties and forfeitures imposed for violations of law affecting
the Postal Service, its revenues, or property, to the person in-
forming for the same, and to pay the other one-half into the
Postal Service Fund; and

(8) to authorize the issuance of a substitute check for a lost,
stolen, or destroyed check of the Postal Service.

(b) Except as otherwise provided, the Governors are authorized
to establish reasonable and equitable classes of mail and reason-
able and equitable rates of postage and fees for postal services in
accordance with the provisions of chapter 36. Postal rates and fees
shall be reasonable and equitable and sufficient to enable the Post-
al Service, under best practices of honest, efficient, and economical
management, to maintain and continue the development of postal
services of the kind and quality adapted to the needs of the United
States.

(c) The Postal Service shall maintain one or more classes of mail
for the transmission of letters sealed against inspection. The rate
for each such class shall be uniform throughout the United States,
its territories, and possessions. One such class shall provide for the
most expeditious handling and transportation afforded mail matter
by the Postal Service. No letter of such a class of domestic origin
shall be opened except under authority of a search warrant author-
ized by law, or by an officer or employee of the Postal Service for
the sole purpose of determining an address at which the letter can
be delivered, or pursuant to the authorization of the addressee.

(DI(1) The Postal Service, prior to making a determination
under subsection (a)(3) of this section as to the necessity for the
closing or consolidation of any post office, shall provide adequate
notice of its intention to close or consolidate such post office at
least 60 days prior to the proposed date of such closing or consoli-
dation to persons served by such post office to ensure that such
persons will have an opportunity to present their views.]

(1) The Postal Service, prior to making a determination
under subsection (a)(3) as to the necessity for the closing or con-
solidation of any post office, shall—

(A) provide adequate notice of its intention to close or
consolidate such post office at least 60 days prior to the
proposed date of such closing or consolidation to postal pa-
trons served by such post office;
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(B) conduct a nonbinding survey on the proposed closing
or consolidation to allow postal patrons served by such post
office an opportunity to indicate their preference between or
among—

(i) the closing or consolidation; and

(it) 1 or more alternative options; and

(C) ensure that—

(i) should the closure or consolidation of a postal re-
tail facility be deemed necessary, it shall be the policy
of the Postal Service to provide alternative access to
postal services to those served by the postal retail facil-
ity by the option chosen by the highest number of sur-
vey respondents under subparagraph (B)(ii); and

(it) if the Postal Service is unable to provide alter-
native access through the option identified in clause (i),
or if that option is cost prohibitive, the Postal Service
may provide alternative access through a different
means. Upon selection of an alternative access method
other than the one identified by clause (i), the Postal
Service must provide written notice to those patrons
served by the postal retail facility identifying and ex-
plaining why the option identified by clause (i) was not
possible or cost prohibitive.

(2) The Postal Service, in making a determination whether or not
to close or consolidate a post office—
(A) shall consider—

L(i) the effect of such closing or consolidation on the com-
munity served by such post office;]

(i) the effect of such closing or consolidation on the com-
munity served by such post office, including through an
analysis of—

(D) the distance (as measured by public roads) to the
closest postal retail facility not proposed for closure or
consolidation under such plan;

(II) the characteristics of such location, including
weather and terrain;

(I1I) whether commercial mobile service (as defined
in section 332 of the Communications Act of 1934) and
commercial mobile data service (as defined in section
6001 of the Middle Class Tax Relief and Job Creation
Act of 2012) are available in at least 80 percent of the
total geographic area of the ZIP codes served by the
postal retail facility proposed for closure or consolida-
tion; and

(IV) whether fixed broadband Internet access service
is available to households in at least 80 percent of such
geographic area at speeds not less than those sufficient
for service to be considered broadband for purposes of
the most recent report of the Federal Communications
Commission under section 706 of the Telecommuni-
cations Act of 1996;

(i1) the effect of such closing or consolidation on employ-
ees of the Postal Service employed at such office;

(iii) whether such closing or consolidation is consistent
with the policy of the Government, as stated in section
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101(b) of this title, that the Postal Service shall provide a
maximum degree of effective and regular postal services to
rural areas, communities, and small towns where post of-
fices are not self-sustaining;

(iv) the economic savings to the Postal Service resulting
from such closing or consolidation; and

(v) such other factors as the Postal Service determines
are necessary; and

(B) may not consider compliance with any provision of the
Occupational Safety and Health Act of 1970 (29 U.S.C. 651 et
seq.).

(3) Any determination of the Postal Service to close or consolidate
a post office shall be in writing and shall include the findings of
the Postal Service with respect to the considerations required to be
made under paragraph (2) of this subsection. Such determination
and findings shall be made available to persons served by such post
office.

(4) The Postal Service shall take no action to close or consolidate
a post office until 60 days after its written determination is made
available to persons served by such post office.

(5) A determination of the Postal Service to close or consolidate
any post office may be appealed by any person served by such office
to the Postal Regulatory Commission within 30 days after such de-
termination is made available to such person under paragraph (3).
The Commission shall review such determination on the basis of
the record before the Postal Service in the making of such deter-
mination. The Commission shall make a determination based upon
such review no later than [120 daysl 60 days, or a longer period
for good cause shown but in no event longer than 120 days, after
receiving any appeal under this paragraph. The Commission shall
set aside any determination, findings, and conclusions found to
be—

(A) arbitrary, capricious, an abuse of discretion, or otherwise
not in accordance with the law;

(B) without observance of procedure required by law; or

(C) unsupported by substantial evidence on the record.

The Commission may affirm the determination of the Postal Serv-
ice or order that the entire matter be returned for further consider-
ation, but the Commission may not modify the determination of the
Postal Service. The Commission may suspend the effectiveness of
the determination of the Postal Service until the final disposition
of the appeal. The provisions of section 556, section 557, and chap-
ter 7 of title 5 shall not apply to any review carried out by the
Commission under this paragraph.

(6) For purposes of paragraph (5), any appeal received by the
Commission shall—

(A) if sent to the Commission through the mails, be consid-
ered to have been received on the date of the Postal Service
postmark on the envelope or other cover in which such appeal
is mailed; or

(B) if otherwise lawfully delivered to the Commission, be con-
sidered to have been received on the date determined based on
any appropriate documentation or other indicia (as determined
under regulations of the Commission).
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(7) For purposes of this subsection, the term “post office” means
a post office and any other facility described in section 2(2) of the
Postal Service Reform Act of 2016.

(e)(1) In this subsection, the term “nonpostal service” means any
service that is not a postal service defined under section 102(5).

(2) Nothing in this section shall be considered to permit or re-
quire that the Postal Service provide any nonpostal service, except
that the Postal Service may provide nonpostal services which were
offered as of January 1, 2006, as provided under this subsection,
or any nonpostal products or services authorized by chapter 37.

(3) Not later than 2 years after the date of enactment of the Post-
al Accountability and Enhancement Act, the Postal Regulatory
Commission shall review each nonpostal service offered by the
Postal Service on the date of enactment of that Act and determine
whether that nonpostal service shall continue, taking into ac-
count—

(A) the public need for the service; and
(B) the ability of the private sector to meet the public need
for the service.

(4) Any nonpostal service not determined to be continued by the
Postal Regulatory Commission under paragraph (3) shall termi-
nate.

(5) If the Postal Regulatory Commission authorizes the Postal
Service to continue a nonpostal service under this subsection, the
Postal Regulatory Commission shall designate whether the service
shall be regulated under this title as a market dominant product,
a competitive product, or an experimental product.

(6) Licensing which, before the date of enactment of this para-
graph, has been authorized by the Postal Regulatory Commission
for continuation as a nonpostal service may not be used for any pur-
pose other than—

(A) to continue to provide licensed mailing, shipping, or sta-
tionery supplies offered as of June 23, 2011; or

(B) to license other goods, products, or services, the primary
purpose of which is to promote and enhance the image or brand
of the Postal Service.

(7) Nothing in this section shall be considered to prevent the
Postal Service from establishing nonpostal products and serv-
ices that are expressly authorized by chapter 37.

§404a. Specific limitations

(a) Except as specifically authorized by law, the Postal Service
may not—

(1) establish any rule or regulation (including any standard)
the effect of which is to preclude competition or establish the
terms of competition unless the Postal Service demonstrates
that the regulation does not create an unfair competitive ad-
vantage for itself or any entity funded (in whole or in part) by
the Postal Service;

(2) compel the disclosure, transfer, or licensing of intellectual
property to any third party (such as patents, copyrights, trade-
marks, trade secrets, and proprietary information); [or]

(3) obtain information from a person that provides (or seeks
to provide) any product, and then offer any postal service that
uses or is based in whole or in part on such information, with-
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out the consent of the person providing that information, un-
less substantially the same information is obtained (or obtain-
able) from an independent source or is otherwise obtained (or
obtainable)[.1; or

(4) offer to the public any postage-evidencing product or serv-
ice that does not comply with any rule or regulation that would
be applicable to such product or service if the product or service
were offered by a private company.

(b) The Postal Regulatory Commission shall prescribe regulations
to carry out this section.

(¢) Any party (including an officer of the Commission rep-
resenting the interests of the general public) who believes that the
Postal Service has violated this section may bring a complaint in
accordance with section 3662.

* * *k & * * *k

§407. International postal arrangements

(a) It is the policy of the United States—

(1) to promote and encourage communications between peo-
ples by efficient operation of international postal services and
other international delivery services for cultural, social, and
economic purposes;

(2) to promote and encourage unrestricted and undistorted
competition in the provision of international postal services
and other international delivery services, except where provi-
sion of such services by private companies may be prohibited
by law of the United States;

(3) to promote and encourage a clear distinction between gov-
ernmental and operational responsibilities with respect to the
provision of international postal services and other inter-
national delivery services by the Government of the United
States and by intergovernmental organizations of which the
United States is a member; and

(4) to participate in multilateral and bilateral agreements
with other countries to accomplish these objectives.

(b)(1) The Secretary of State shall be responsible for formulation,
coordination, and oversight of foreign policy related to international
postal services and other international delivery services and shall
have the power to conclude postal treaties, conventions, and
amendments related to international postal services and other
international delivery services, except that the Secretary may not
conclude any treaty, convention, or other international agreement
(including those regulating international postal services) if such
treaty, convention, or agreement would, with respect to any com-
petitive product, grant an undue or unreasonable preference to the
Postal Service, a private provider of international postal or delivery
services, or any other person.

(2) In carrying out the responsibilities specified in paragraph (1),
the Secretary of State shall exercise primary authority for the con-
duct of foreign policy with respect to international postal services
and international delivery services, including the determination of
United States positions and the conduct of United States participa-
tion in negotiations with foreign governments and international
bodies. In exercising this authority, the Secretary—
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(A) shall coordinate with other agencies as appropriate, and
in particular, shall give full consideration to the authority vest-
ed by law or Executive order in the Postal Regulatory Commis-
sion, the Department of Commerce, the Department of Trans-
portation, and the Office of the United States Trade Represent-
ative in this area;

(B) shall maintain continuing liaison with other executive
branch agencies concerned with postal and delivery services;

(C) shall maintain continuing liaison with the Committee on
Homeland Security and Governmental Affairs of the Senate
and the Committee on Government Reform of the House of
Representatives;

(D) shall maintain appropriate liaison with both representa-
tives of the Postal Service and representatives of users and pri-
vate providers of international postal services and other inter-
national delivery services to keep informed of their interests
and problems, and to provide such assistance as may be need-
ed to ensure that matters of concern are promptly considered
by the Department of State or (if applicable, and to the extent
practicable) other executive branch agencies; and

(E) shall assist in arranging meetings of such public sector
advisory groups as may be established to advise the Depart-
ment of State and other executive branch agencies in connec-
tion with international postal services and international deliv-
ery services.

(38) The Secretary of State shall establish an advisory committee
(within the meaning of the Federal Advisory Committee Act) to
perform such functions as the Secretary considers appropriate in
connection with carrying out subparagraphs (A) through (D) of
paragraph (2).

(c)(1) Before concluding any treaty, convention, or amendment
that establishes a rate or classification for a product subject to sub-
chapter I of chapter 36, the Secretary of State shall request the
Postal Regulatory Commission to submit its views on whether such
rate or classification is consistent with the standards and criteria
established by the Commission under section 3622.

(2) The Secretary shall ensure that each treaty, convention, or
amendment concluded under subsection (b) is consistent with the
views submitted by the Commission pursuant to paragraph (1), ex-
cept if, or to the extent, the Secretary determines, in writing, that
it is not in the foreign policy or national security interest of the
United States to ensure consistency with the Commission’s views.
Such written determination shall be provided to the Commission
together with a full explanation of the reasons thereof, provided
that the Secretary may designate which portions of the determina-
tion or explanation shall be kept confidential for reasons of foreign
policy or national security.

(d) Nothing in this section shall be considered to prevent the
Postal Service from entering into such commercial or operational
contracts related to providing international postal services and
other international delivery services as it deems appropriate, ex-
cept that—

(1) any such contract made with an agency of a foreign gov-
ernment (whether under authority of this subsection or other-
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wise) shall be solely contractual in nature and may not purport
to be international law; and

(2) a copy of each such contract between the Postal Service
and an agency of a foreign government shall be transmitted to
the Secretary of State and the Postal Regulatory Commission
not later than the effective date of such contract.

(e)(1) In this subsection, the term “private company” means a
private company substantially owned or controlled by persons who
are citizens of the United States.

(2) With respect to shipments of international mail that are com-
petitive products within the meaning of section 3631 that are ex-
ported or imported by the Postal Service, the Customs Service and
other appropriate Federal agencies shall apply the customs laws of
the United States and all other laws relating to the importation or
exportation of such shipments in the same manner to both ship-
ments by the Postal Service and similar shipments by private com-
panies.

(3) In exercising the authority under subsection (b) to conclude
new postal treaties and conventions related to international postal
services and to renegotiate such treaties and conventions, the Sec-
retary of State shall, to the maximum extent practicable, take such
measures as are within the Secretary’s control to encourage the
governments of other countries to make available to the Postal
Service and private companies a range of nondiscriminatory cus-
toms procedures that will fully meet the needs of all types of Amer-
ican shippers. The Secretary of State shall consult with the United
States Trade Representative and the Commissioner of U.S. Cus-
toms and Border Protection in carrying out this paragraph.

(4) The provisions of this subsection shall take effect 6 months
after the date of enactment of this subsection or such earlier date
as the Bureau of Customs and Border Protection of the Department
of Homeland Security may determine in writing.

(f) After submission to the Postal Regulatory Commission by the
Department of State of the budget detailing the estimated costs of
carrying out the activities under this section, and the Commission’s
review and approval of such submission, the Postal Service shall
transfer to the Department of State, from any funds available to the
Postal Service, such sums as may be reasonable, documented, and
auditable for the Department of State to carry out such activities.

* * * * * * *

§411. Cooperation with other Government agencies

Executive agencies within the meaning of section 105 of title 5
and the Government Publishing Office are authorized to furnish
property, both real and personal, and personal and nonpersonal
services to the Postal Service, and the Postal Service is authorized
to furnish property and services to them. The furnishing of prop-
erty and services under this section shall be under such terms and
conditions, [including reimbursabilityl including reimbursability
within the limitations of chapter 37, as the Postal Service and the
head of the agency concerned shall deem appropriate.

* * k & * * k
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§414. Special postage stamps

(a) In order to afford the public a convenient way to contribute
to funding for breast cancer research, the Postal Service shall es-
tablish a special rate of postage for first-class mail under this sec-
tion.

(b) The rate of postage established under this section—

(1) shall be equal to the regular first-class rate of postage,
plus a differential of not less than 15 percent;

(2) shall be set by [the Governors] the Postal Service in ac-
cordance with such procedures as [the Governors] the Postal
Service shall by regulation prescribe (in lieu of the procedures
under chapter 36); and

(3) shall be offered as an alternative to the regular first-class
rate of postage.

The use of the special rate of postage established under this section
shall be voluntary on the part of postal patrons. The special rate
of postage of an individual stamp under this section shall be an
amount that is evenly divisible by 5.

(c)(1) Of the amounts becoming available for breast cancer re-
search pursuant to this section, the Postal Service shall pay—

(A) 70 percent to the National Institutes of Health; and

(B) the remainder to the Department of Defense.

Payments under this paragraph to an agency shall be made under
such arrangements as the Postal Service shall by mutual agree-
ment with such agency establish in order to carry out the purposes
of this section, except that, under those arrangements, payments to
such agency shall be made at least twice a year. An agency that
receives amounts from the Postal Service under this paragraph
shall use the amounts for breast cancer research.

(2) For purposes of this section, the term “amounts becoming
available for breast cancer research pursuant to this section”
means—

(A) the total amounts received by the Postal Service that it
would not have received but for the enactment of this section,
reduced by

(B) an amount sufficient to cover reasonable costs incurred
by the Postal Service in carrying out this section, including
those attributable to the printing, sale, and distribution of
stamps under this section, as determined by the Postal Service
under regulations that it shall prescribe.

h(d)ld{t is the sense of the Congress that nothing in this section
should—

(1) directly or indirectly cause a net decrease in total funds
received by the National Institutes of Health, the Department
of Defense, or any other agency of the Government (or any
component or program thereof) below the level that would oth-
erwise have been received but for the enactment of this sec-
tion; or

(2) affect regular first-class rates of postage or any other reg-
ular rates of postage.

(e) Special postage stamps under this section shall be made
available to the public beginning on such date as the Postal Service
shall by regulation prescribe, but in no event later than 12 months
after the date of the enactment of this section.
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(f) The Postmaster General shall include in each report rendered
under section 2402 with respect to any period during any portion
of which this section is in effect information concerning the oper-
alti(c)ln of this section, except that, at a minimum, each shall in-
clude—

(1) the total amount described in subsection (¢)(2)(A) which
was received by the Postal Service during the period covered
by such report; and

(2) of the amount under paragraph (1), how much (in the ag-
gregate and by category) was required for the purposes de-
scribed in subsection (¢)(2)(B).

(g) For purposes of section 416 (including any regulation pre-
scribed under subsection (e)(1)(C) of that section), the special post-
age stamp issued under this section shall not apply to any limita-
tion relating to whether more than 1 semipostal may be offered for
sale at the same time.

(h) This section shall cease to be effective after December 31,
2019.

* * & * * * &

§416. Authority to issue semipostals

(a) DEFINITIONS.—For purposes of this section—

(1) the term “semipostal” means a postage stamp which is
issued and sold by the Postal Service, at a premium, in order
to (lilelp provide funding for a cause described in subsection (b);
an

(2) the term “agency” means an Executive agency within the
meaning of section 105 of title 5.

(b) DISCRETIONARY AUTHORITY.—The Postal Service is hereby au-
thorized to issue and sell semipostals under this section in order
to advance such causes as the Postal Service considers to be in the
national public interest and appropriate.

(c) RATE OF POSTAGE.—The rate of postage on a semipostal
issued under this section shall be established by [the Governors]
the Postal Service, in accordance with such procedures as [theyl
the Postal Service shall by regulation prescribe (in lieu of the proce-
dures under chapter 36), except that—

(1) the rate established for a semipostal under this section
shall be equal to the rate of postage that would otherwise regu-
larly apply, plus a differential of not less than 15 percent; and

(2) no regular rates of postage or fees for postal services
under chapter 36 shall be any different from what they other-
wise would have been if this section had not been enacted.

The use of any semipostal issued under this section shall be vol-
untary on the part of postal patrons. The special rate of postage of
an individual stamp under this section shall be an amount that is
evenly divisible by 5.

(d) AMOUNTS BECOMING AVAILABLE.—

(1) IN GENERAL.—The amounts becoming available from the
sale of a semipostal under this section shall be transferred to
the appropriate agency or agencies under such arrangements
as the Postal Service shall by mutual agreement with each
such agency establish.

(2) IDENTIFICATION OF APPROPRIATE CAUSES AND AGENCIES.—
Decisions concerning the identification of appropriate causes
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and agencies to receive amounts becoming available from the
sale of a semipostal under this section shall be made in accord-
ance with applicable regulations under subsection (e).

(3) DETERMINATION OF AMOUNTS.—

(A) IN GENERAL.—The amounts becoming available from
the sale of a semipostal under this section shall be deter-
mined in a manner similar to that provided for under sec-
tion 414(c)(2) (as in effect on July 1, 2000).

(B) ADMINISTRATIVE COSTS.—Regulations under sub-
section (e) shall specifically address how the costs incurred
by the Postal Service in carrying out this section shall be
computed, recovered, and kept to a minimum.

(4) OTHER FUNDING NOT TO BE AFFECTED.—Amounts which
have or may become available from the sale of a semipostal
under this section shall not be taken into account in any deci-
sion relating to the level of appropriations or other Federal
funding to be furnished to an agency in any year.

(5) RECOVERY OF coSTS.—Before transferring to an agency in
accordance with paragraph (1) any amounts becoming avail-
able from the sale of a semipostal over any period, the Postal
Service shall ensure that it has recovered the full costs in-
curred by the Postal Service in connection with such
semipostal through the end of such period.

(e) REGULATIONS.—

(1) IN GENERAL.—Except as provided in subsection (c), the
Postal Service shall prescribe any regulations necessary to
carry out this section, including provisions relating to—

(A) which office or other authority within the Postal
Service shall be responsible for making the decisions de-
scribed in subsection (d)(2);

(B) what criteria and procedures shall be applied in
making those decisions; and

(C) what limitations shall apply, if any, relating to the
issuance of semipostals (such as whether more than one
semipostal may be offered for sale at the same time).

(2) NOTICE AND COMMENT.—Before any regulation is issued
under this section, a copy of the proposed regulation shall be
published in the Federal Register, and an opportunity shall be
provided for interested parties to present written and, where
practicable, oral comment. All regulations necessary to carry
out this section shall be issued not later than 30 days before
the date on which semipostals are first made available to the
public under this section.

(f) ANNUAL REPORTS.—

(1) IN GENERAL.—The Postmaster General shall include in
each report rendered under section 2402, with respect to any
period during any portion of which this section is in effect, in-
formation concerning the operation of any program established
under this section.

(2) SPECIFIC REQUIREMENT.—If any semipostal ceases to be
offered during the period covered by such a report, the infor-
mation contained in that report shall also include—

(A) the commencement and termination dates for the
sale of such semipostal,
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(B) the total amount that became available from the sale
of such semipostal; and
(C) of that total amount, how much was applied toward
administrative costs.
For each year before the year in which a semipostal ceases to
be offered, any report under this subsection shall include, with
respect to that semipostal (for the year covered by such report),
the information described in subparagraphs (B) and (C).

(g) TERMINATION.—This section shall cease to be effective at the
end of the 10-year period beginning on the date on which
semipostals are first made available to the public under this sec-
tion.

* * *k & * * *k

CHAPTER 5—POSTAL REGULATORY COMMISSION

* * * & * * *

§ 504. Administration

(a) The Chairman of the Postal Regulatory Commission shall be
the principal executive officer of the Commission. The Chairman
shall exercise or direct the exercise of all the executive and admin-
istrative functions of the Commission, including functions of the
Commission with respect to (1) the appointment of personnel em-
ployed under the Commission, except that the appointment of
heads of major administrative units under the Commission shall
require the approval of a majority of the members of the Commis-
sion, (2) the supervision of the personnel employed under the Com-
mission and the distribution of business among them and among
the Commissioners, and (3) the use and expenditure of funds.

(b) In carrying out any of his functions under this section, the
Chairman shall be governed by the general policies of the Commis-
sion.

(¢c) The Chairman may obtain such facilities and supplies as may
be necessary to permit the Commission to carry out its functions.
Any officer or employee appointed under this section shall be paid
at rates of compensation and shall be entitled to programs offering
employee benefits established under chapter 10 or chapter 12 of
this title, as appropriate.

(d) There are authorized to be appropriated, out of the Postal
Service Fund, such sums as may be necessary for the Postal Regu-
latory Commission. In requesting an appropriation under this sub-
section for a fiscal year, the Commission shall prepare and submit
to the Congress under section 2009 a budget of the Commission’s
expenses, including expenses for facilities, supplies, compensation,
and employee benefits.

(e) The provisions of section 410 and chapter 10 of this title shall
apply to the Commission, as appropriate.

(f)(1) Any Commissioner of the Postal Regulatory Commission,
any administrative law judge appointed by the Commission under
section 3105 of title 5, and any employee of the Commission des-
ignated by the Commission may administer oaths, examine wit-
nesses, take depositions, and receive evidence.

(2) The Chairman of the Commission, any Commissioner des-
ignated by the Chairman, and any administrative law judge ap-
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pointed by the Commission under section 3105 of title 5 may, with
respect to any proceeding conducted by the Commission under this
title or to obtain information to be used to prepare a report under
this title—

(A) issue subpoenas requiring the attendance and presen-
tation of testimony by, or the production of documentary or
other evidence in the possession of, any covered person; and

(B) order the taking of depositions and responses to written
interrogatories by a covered person.

The written concurrence of a majority of the Commissioners then
holding office shall, with respect to each subpoena under subpara-
graph (A), be required in advance of its issuance.

(3) In the case of contumacy or failure to obey a subpoena issued
under this subsection, upon application by the Commission, the dis-
trict court of the United States for the district in which the person
to whom the subpoena is addressed resides or is served may issue
an order requiring such person to appear at any designated place
to testify or produce documentary or other evidence. Any failure to
obey the order of the court may be punished by the court as a con-
tempt thereof.

(4) For purposes of this subsection, the term “covered person”
means an officer, employee, agent, or contractor of the Postal Serv-
ice.

(g)(1) If the Postal Service determines that any document or
other matter it provides to the Postal Regulatory Commission
under a subpoena issued under subsection (f), or otherwise at the
request of the Commission in connection with any proceeding or
other purpose under this title, contains information which is de-
scribed in section 410(c) of this title, or exempt from public disclo-
sure under section 552(b) of title 5, the Postal Service shall, at the
time of providing such matter to the Commission, notify the Com-
mission, in writing, of its determination (and the reasons therefor).

(2) Except as provided in paragraph (3), no officer or employee
of the Commission may, with respect to any information as to
which the Commission has been notified under paragraph (1)—

(A) use such information for purposes other than the pur-
poses for which it is supplied; or

(B) permit anyone who is not an officer or employee of the
Commission to have access to any such information.

(3)(A) Paragraph (2) shall not prohibit the Commission from
publicly disclosing relevant information in furtherance of its
duties under this title, provided that the Commission has
adopted regulations under section 553 of title 5, that establish
a procedure for according appropriate confidentiality to infor-
mation identified by the Postal Service under paragraph (1). In
determining the appropriate degree of confidentiality to be ac-
corded information identified by the Postal Service under para-
graph (1), the Commission shall balance the nature and extent
of the likely commercial injury to the Postal Service against
the public interest in maintaining the financial transparency of
a government establishment competing in commercial markets.

(B) Paragraph (2) shall not prevent the Commission from re-
quiring production of information in the course of any dis-
covery procedure established in connection with a proceeding
under this title. The Commission shall, by regulations based on
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rule 26(c) of the Federal Rules of Civil Procedure, establish
procedures for ensuring appropriate confidentiality for informa-
tion furnished to any party.

[(h)(1) Notwithstanding any other provision of this title or of the
Inspector General Act of 1978, the authority to select, appoint, and
employ officers and employees of the Office of Inspector General of
the Postal Regulatory Commission, and to obtain any temporary or
intermittent services of experts or consultants (or an organization
of experts or consultants) for such Office, shall reside with the In-
spector General of the Postal Regulatory Commission.

[(2) Except as provided in paragraph (1), any exercise of author-
ity under this subsection shall, to the extent practicable, be in con-
formance with the applicable laws and regulations that govern se-
lections, appointments, and employment, and the obtaining of any
such temporary or intermittent services, within the Postal Regu-
latory Commission. ]

* * *k & * * *k

CHAPTER 7—CONTRACTING PROVISIONS

Sec.

701. Definitions.

702. Delegation of contracting authority.

703. Posting of noncompetitive purchase requests for noncompetitive contracts.
704. Review of ethical issues.

705. Ethical restrictions on participation in certain contracting activity.

§701. Definitions

In this chapter—

(1) the term “contracting officer” means an employee of a cov-
ered postal entity who has authority to enter into a postal con-
tract;

(2) the term “covered postal entity” means—

(A) the Postal Service; or

(B) the Postal Regulatory Commission;

(3) the term “head of a covered postal entity” means—

(A) in the case of the Postal Service, the Postmaster Gen-
eral; or

(B) in the case of the Postal Regulatory Commission, the
Chairman of the Postal Regulatory Commission;

(4) the term “postal contract” means—

(A) in the case of the Postal Service, any contract (includ-
ing any agreement or memorandum of understanding) en-
tered into by the Postal Service for the procurement of
goods or services; or

(B) in the case of the Postal Regulatory Commission, any
contract (including any agreement or memorandum of un-
derstanding) in an amount exceeding the simplified acqui-
sition threshold (as defined in section 134 of title 41 and
adjusted under section 1908 of such title) entered into by
the Postal Regulatory Commission for the procurement of
goods or services; and

(5) the term “senior procurement executive” means the senior
procurement executive of a covered postal entity.
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§702. Delegation of contracting authority

(a) IN GENERAL.—

(1) PoLicy.—Not later than 60 days after the date of enact-
ment of this chapter, the head of each covered postal entity
shall issue a policy on contracting officer delegations of author-
ity for postal contracts for the covered postal entity.

(2) CONTENTS.—The policy issued under paragraph (1) shall
require that—

(A) notwithstanding any delegation of authority with re-
spect to postal contracts, the ultimate responsibility and ac-
countability for the award and administration of postal
co;zitracts resides with the senior procurement executive;
an

(B) a contracting officer shall maintain an awareness of
and engagement in the activities being performed on postal
contracts of which that officer has cognizance, notwith-
standing any delegation of authority that may have been
executed.

(b) POSTING OF DELEGATIONS.—

(1) IN GENERAL.—The head of each covered postal entity shall
make any delegation of authority for postal contracts outside
the functional contracting unit readily available and accessible
on the Web site of the covered postal entity.

(2) EFFECTIVE DATE.—This paragraph shall apply to any del-
egation of authority made on or after the date that is 30 days
after the date of enactment of this chapter.

§703. Posting of noncompetitive purchase requests for non-
competitive contracts

(a) POSTING REQUIRED.—

(1) POSTAL REGULATORY COMMISSION.—The Postal Regu-
latory Commission shall make the noncompetitive purchase re-
quest for any noncompetitive award for any contract (including
any agreement or memorandum of understanding) entered into
by the Postal Regulatory Commission for the procurement of
goods and services, in an amount of $20,000 or more, including
the rationale supporting the noncompetitive award, publicly
available on the Web site of the Postal Regulatory Commis-
sion—

(A) not later than 14 days after the date of the award of
the noncompetitive contract; or

(B) not later than 30 days after the date of the award of
the noncompetitive contract, if the basis for the award was
a compelling business interest.

(2) POSTAL SERVICE.—The Postal Service shall make the non-
competitive purchase request for any noncompetitive award of a
postal contract in an amount of $250,000 or more, including the
rationale supporting the noncompetitive award, publicly avail-
able on the Web site of the Postal Service—

(A) not later than 14 days after the date of the award;
or

(B) not later than 30 days after the date of the award,
if the basis for the award was a compelling business inter-
est.

(3) ADJUSTMENTS TO THE POSTING THRESHOLD.—
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(A) REVIEW AND DETERMINATION.—Not later than Janu-
ary 31 of each year, the Postal Service and the Postal Regu-
latory Commission shall—

(i) review the applicable threshold established under
paragraph (1) or (2); and

(it) based on any change in the Consumer Price
Index for All Urban Consumers of the Department of
Labor, determine whether an adjustment to the thresh-
old shall be made.

(B) AMOUNT OF ADJUSTMENTS.—An adjustment under
subparagraph (A) shall be made in increments of $5,000. If
the covered postal entity determines that a change in the
Consumer Price Index for a year would require an adjust-
ment in an amount that is less than $5,000, the Postal
Service may not make an adjustment to the threshold for
the year.

(4) EFFECTIVE DATE.—This subsection shall apply to any non-
competitive contract awarded on or after the date that is 90
days after the date of enactment of this chapter.

(b) PUBLIC AVAILABILITY.—

(1) IN GENERAL.—Subject to paragraph (2), the information
required to be made publicly available by a covered postal enti-
ty under subsection (a) shall be readily accessible on the Web
site of the covered postal entity.

(2) PROTECTION OF PROPRIETARY INFORMATION.—A covered
postal entity shall—

(A) carefully screen any description of the rationale sup-
porting a noncompetitive award required to be made pub-
licly available under subsection (a) to determine whether
the description includes proprietary data (including any
reference or citation to the proprietary data) or security-re-
lated information; and

(B) remove any proprietary data or security-related infor-
mation before making publicly available a description of
the rationale supporting a noncompetitive award.

(c) WAIVERS.—

(1) WAIVER PERMITTED.—If the Postal Service determines that
making a noncompetitive purchase request for a postal contract
of the Postal Service publicly available would risk placing the
Postal Service at a competitive disadvantage relative to a pri-
vate sector competitor, the senior procurement executive, in con-
sultation with the advocate for competition of the Postal Serv-
ice, may walive the requirements under subsection (a).

(2) FORM AND CONTENT OF WAIVER.—

(A) FORM.—A waiver under paragraph (1) shall be in the
form of a written determination placed in the file of the
contract to which the noncompetitive purchase request re-
lates.

l(g) CONTENT.—A waiver under paragraph (1) shall in-
clude—

(i) a description of the risk associated with making
thednoncompetitive purchase request publicly available;
an

(it) a statement that redaction of sensitive informa-
tion in the noncompetitive purchase request would not
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be sufficient to protect the Postal Service from being
placed at a competitive disadvantage relative to a pri-
vate sector competitor.

(3) DELEGATION OF WAIVER AUTHORITY.—The Postal Service
may not delegate the authority to approve a waiver under para-
graph (1) to any employee having less authority than the senior
procurement executive.

§704. Review of ethical issues

If a contracting officer identifies any ethical issues relating to a
proposed contract and submits those issues and that proposed con-
tract to the designated ethics official for the covered postal entity be-
fore the awarding of that contract, that ethics official shall—

(1) review the proposed contract; and
(2) advise the contracting officer on the appropriate resolution
of ethical issues.

§705. Ethical restrictions on participation in certain con-
tracting activity

(a) DEFINITIONS.—In this section—

(1) the term “covered employee” means—

(A) a contracting officer; or

(B) any employee of a covered postal entity whose deci-
sionmaking affects a postal contract as determined by regu-
lations prescribed by the head of a covered postal entity;

(2) the term “final conviction” means a conviction, whether
entered on a verdict or plea, including a plea of nolo
contendere, for which a sentence has been imposed; and

(3) the term “covered relationship” means a covered relation-
ship described in section 2635.502(b)(1) of title 5, Code of Fed-
eral Regulations, or any successor thereto.

(b) IN GENERAL.—

(1) REGULATIONS.—The head of each covered postal entity
shall prescribe regulations that—

(A) require a covered employee to include in the file of
any noncompetitive purchase request for a noncompetitive
postal contract a written certification that—

(i) discloses any covered relationship of the covered
employee; and

(ii) states that the covered employee will not take any
action with respect to the noncompetitive purchase re-
quest that affects the financial interests of a friend, rel-
ative, or person with whom the covered employee is af-
filiated in a nongovernmental capacity, or otherwise
gives rise to an appearance of the use of public office
for private gain, as described in section 2635.702 of
title 5, Code of Federal Regulations, or any successor
thereto;

(B) require a contracting officer to consult with the ethics
counsel for the covered postal entity regarding any disclo-
sure made by a covered employee under subparagraph
(A)@i), to determine whether participation by the covered
employee in the noncompetitive purchase request would give
rise to a violation of part 2635 of title 5, Code of Federal
Regulations (commonly referred to as the Standards of Eth-



130

ical Conduct for Employees of the Executive Branch), or
any successor thereto;

(C) require the ethics counsel for a covered postal entity
to review any disclosure made by a contracting officer
under subparagraph (A)(i) to determine whether participa-
tion by the contracting officer in the noncompetitive pur-
chase request would give rise to a violation of part 2635 of
title 5, Code of Federal Regulations (commonly referred to
as the Standards of Ethical Conduct for Employees of the
Executive Branch), or any successor thereto;

(D) under subsections (d) and (e) of section 2635.502 of
title 5, Code of Federal Regulations, or any successor there-
to, require the ethics counsel for a covered postal entity to—

(i) authorize a covered employee that makes a disclo-
sure under subparagraph (A)(i) to participate in the
noncompetitive postal contract; or

(ii) disqualify a covered employee that makes a dis-
closure under subparagraph (A)(i) from participating
in the noncompetitive postal contract;

(E) require a contractor to timely disclose to the con-
tracting officer in a bid, solicitation, award, or performance
of a postal contract any conflict of interest with a covered
employee; and

(F) include authority for the head of the covered postal
entity to grant a waiver or otherwise mitigate any organiza-
tional or personal conflict of interest, if the head of the cov-
ered postal entity determines that the waiver or mitigation
is in the best interests of the covered postal entity.

(2) POSTING OF WAIVERS.—Not later than 30 days after the
head of a covered postal entity grants a waiver described in
paragraph (1)(F), the head of the covered postal entity shall
make the waiver publicly available on the Web site of the cov-
ered postal entity.

(¢c) CONTRACT VOIDANCE AND RECOVERY.—

(1) UNLAWFUL CONDUCT.—In any case in which there is a
final conviction for a violation of any provision of chapter 11
of title 18 relating to a postal contract, the head of a covered
postal entity may—

(A) void that contract; and

(B) recover the amounts expended and property trans-
ferred by the covered postal entity under that contract.

(2) OBTAINING OR DISCLOSING PROCUREMENT INFORMATION.—

(A) IN GENERAL.—In any case in which a contractor
under a postal contract fails to timely disclose a conflict of
interest to the appropriate contracting officer as required
under the regulations promulgated under subsection
(b)(1)(E), the head of a covered postal entity may—

(i) void that contract; and

(it) recover the amounts expended and property
transferred by the covered postal entity under that con-
tract.

(B) CONVICTION OR ADMINISTRATIVE DETERMINATION.—A
case described under subparagraph (A) is any case in

which—



131

(i) there is a final conviction for an offense punish-
able under section 2105 of title 41; or

(it) the head of a covered postal entity determines,
based upon a preponderance of the evidence, that the
contractor or someone acting for the contractor has en-
gaged in conduct constituting an offense punishable
under section 2105 of such title.

* * & & * * *

PART II—PERSONNEL

* * * & * * *

CHAPTER 10—EMPLOYMENT WITHIN THE POSTAL
SERVICE

* * * * * * *

§1003. Employment policy

(a) Except as provided under chapters 2 and 12 of this title, sec-
tion 8G of the Inspector General Act of 1978, or other provision of
law, the Postal Service shall classify and fix the compensation and
benefits of all officers and employees in the Postal Service. It shall
be the policy of the Postal Service to maintain compensation and
benefits for all officers and employees on a standard of com-
parability to the compensation and benefits paid for comparable
levels of work in the private sector of the economy. No officer or
employee shall be paid compensation at a rate in excess of the rate
for level I of the Executive Schedule under section 5312 of title 5.

(b) Compensation and benefits for all officers and employees
serving in or under [the Office of Inspector General of the United
States Postal Servicel the Office of Inspector General of the Postal
Community shall be maintained on a standard of comparability to
the compensation and benefits paid for comparable levels of work
in the respective Offices of Inspector General of the various estab-
lishments named in section 11(2) of the Inspector General Act of
1978.

(c) Compensation and benefits for all Postal Inspectors shall be
maintained on a standard of comparability to the compensation
and benefits paid for comparable levels of work in the executive
branch of the Government outside of the Postal Service. As used
in this subsection, the term “Postal Inspector” included any agent
to whom any investigative powers are granted under section 3061
of title 18.

(d) The Postal Service shall follow an employment policy de-
signed, without compromising the policy of section 101(a) of this
title, to extend opportunity to the disadvantaged and the handi-
capped.

* * * * * * *

§1005. Applicability of laws relating to Federal employees

(a)(1) Except as otherwise provided in this subsection, the provi-
sions of chapter 75 of title 5 shall apply to officers and employees
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of the Postal Service except to the extent of any inconsistency
with—

(A) the provisions of any collective-bargaining agreement ne-
gotiated on behalf of and applicable to them; or

(B) procedures established by the Postal Service and ap-
proved by the Civil Service Commission.

(2) The provisions of title 5 relating to a preference eligible (as
that term is defined under section 2108(3) of such title) shall apply
to an applicant for appointment and any officer or employee of the
Postal Service in the same manner and under the same conditions
as if the applicant, officer, or employee were subject to the competi-
tive service under such title. The provisions of this paragraph shall
not be modified by any program developed under section 1004 of
this title or any collective-bargaining agreement entered into under
chapter 12 of this title.

(3) The provisions of this subsection shall not apply to those indi-
viduals appointed under sections 202, 204, and 1001(c) of this title.

(4)(A) Subchapter II of chapter 75 of title 5 shall apply—

(i) to any preference eligible in the Postal Service who is an
employee within the meaning of section 7511(a)(1)(B) of such
title; and

(i1) to any other individual who—

[(I) is in the position of a supervisor or a management
employee in the Postal Service, or is an employee of the
Postal Service engaged in personnel work in other than a
purely nonconfidential clerical capacity; and]

(D is an officer or employee of the Postal Service who—

(aa) is not represented by a bargaining representative
recognized under section 1203; and

(bb) is in a supervisory, professional, technical, cler-
ical, administrative, or managerial position covered by
the Executive and Administrative Schedule; and

(II) has completed 1 year of current continuous service
in the same or similar positions.

(B)(1) The second sentence of paragraph (2) of this subsection ap-
plies with respect to the provisions of subparagraph (A) of this
paragraph, to the extent that such provisions relate to preference
eligibles.

(ii) The provisions of subparagraph (A) of this paragraph shall
not, to the extent that such provisions relate to an individual under
clause (ii) of such subparagraph, be modified by any program devel-
oped under section 1004 of this title.

(b)(1) Except as provided under paragraph (2), section 5941 of
title 5 shall apply to the Postal Service. Except as provided under
paragraph (2), for purposes of section 5941 of that title, the pay of
officers and employees of the Postal Service shall be considered to
be fixed by statute, and the basic pay of an employee shall be the
pay (but not any allowance or benefit) of that officer or employee
established in accordance with the provisions of this title.

(2) On and after the date of enactment of the Non-Foreign Area
Retirement Equity Assurance Act of 2009—

(A) the provisions of that Act and section 5941 of title 5 shall
apply to officers and employees covered by section 1003 (b) and
(c) whose duty station is in a nonforeign area; and
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(B) with respect to officers and employees of the Postal Serv-
ice (other than those officers and employees described under
subparagraph (A)) of section 1916(b)(2) of that Act shall apply.

(c) Officers and employees of the Postal Service shall be covered
by subchapter I of chapter 81 of title 5, relating to compensation
for work injuries.

(d)(1) Officers and employees of the Postal Service (other than
the Governors) shall be covered by chapters 83 and 84 of title 5.
The Postal Service shall withhold from pay and shall pay into the
Civil Service Retirement and Disability Fund the amounts specified
in or determined under such chapter 83 and subchapter II of such
chapter 84, respectively. The Postal Service shall pay into the Fed-
eral Retirement Thrift Savings Fund the amounts specified in or
determined under subchapters III and VII of such chapter 84.

(2) The provisions of subsections (i) and (m)(2) of section 8344
and subsections (f) and (j)(2) of section 8468 of title 5 shall apply
with respect to the Postal Service. For purposes of so applying such
provisions—

(A) any reference in such provisions to the head of an Execu-
tive agency shall be considered a reference to the Postmaster
General; and

(B) any reference in such provisions to an employee shall be
considered a reference to an officer or employee of the Postal
Service.

(e) Sick and annual leave, and compensatory time of officers and
employees of the Postal Service, whether accrued prior to or after
commencement of operations of the Postal Service, shall be obliga-
tions of the Postal Service under the provisions of this chapter.

(f) Compensation, benefits, and other terms and conditions of em-
ployment in effect immediately prior to the effective date of this
section, whether provided by statute or by rules and regulations of
the former Post Office Department or the executive branch of the
Government of the United States, shall continue to apply to officers
and employees of the Postal Service, until changed by the Postal
Service in accordance with this chapter and chapter 12 of this title.
Subject to the provisions of this chapter and chapter 12 of this title,
the provisions of subchapter I of chapter 85 and chapters 87, 89,
89A, and 89B of title 5 shall apply to officers and employees of the
Postal Service, unless varied, added to, or substituted for, under
this subsection. No variation, addition, or substitution with respect
to fringe benefits shall result in a program of fringe benefits which
on the whole is less favorable to the officers and employees than
fringe benefits in effect on the effective date of this section, and as
to officers and employees for whom there is a collective-bargaining
representative, no such variation, addition, or substitution shall be
made except by agreement between the collective-bargaining rep-
resentative and the Postal Service.

* * *k & * * *k

§1011. Oath of office

Before entering upon their duties and before receiving any sal-
ary, all officers and employees of the Postal Service shall take and
subscribe the following oath or affirmation:

“q - ———— — — — , do solemnly swear (or affirm) that
I will support and defend the Constitution of the United States
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against all enemies, foreign and domestic; that I will bear true
faith and allegiance to the same; that I take this obligation
freely, without any mental reservation or purpose of evasion;
and that I will well and faithfully discharge the duties of the
office on which I am about to enter.”
A person authorized to administer oaths by the laws of the United
States, including section 2903 of title 5, or of a State or territory,
or an officer, civil or military, holding a commission under the
United States, or any officer or employee of the Postal Service des-
ignated by [the Board] the Postal Service may administer and cer-
tify the oath or affirmation.

* * *k & * * *k

PART III—MODERNIZATION AND FISCAL
ADMINISTRATION

* * k & * * *k

CHAPTER 20—FINANCE

* * k & * * *k

§2003. The Postal Service Fund

(a) There is established in the Treasury of the United States a
revolving fund to be called the Postal Service Fund which shall be
available to the Postal Service without fiscal-year limitation to
carry out the purposes, functions, and powers authorized by this
title (other than any of the purposes, functions, or powers for which
the Competitive Products Fund is available).

(b) Except as otherwise provided in section 2011, there shall be
deposited in the Fund, subject to withdrawal by check by the Post-
al Service—

(1) revenues from postal and nonpostal services rendered by
the Postal Service;

(2) amounts received from obligations issued by the Postal
Service;

(3) amounts appropriated for the use of the Postal Service;

(421 interest which may be earned on investments of the
Fund;

(5) any other receipts of the Postal Service;

(6) the balance in the Post Office Department Fund estab-
lished under former section 2202 of title 39 as of the com-
mencement of operations of the Postal Service;

(7) amounts (including proceeds from the sale of forfeited
items) from any civil forfeiture conducted by the Postal Service;

(8) any transfers from the Secretary of the Treasury from the
Department of the Treasury Forfeiture Fund which shall be
available to the Postmaster General only for Federal law en-
forcement related purposes; and

(9) any amounts collected under section 3018.

(c) If the Postal Service determines that the moneys of the Fund
are in excess of current needs, it may request the investment of
such amounts as it deems advisable by the Secretary of the Treas-
ury in obligations of, or obligations guaranteed by, the Government
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of the United States, and, with the approval of the Secretary, in
such other obligations or securities as it deems appropriate.

(d) With the approval of the Secretary of the Treasury, the Postal
Service may deposit moneys of the Fund in any Federal Reserve
bank, any depository for public funds, or in such other places and
in such manner as the Postal Service and the Secretary may mutu-
ally agree.

(e)(1) The Fund shall be available for the payment of (A) all ex-
penses incurred by the Postal Service in carrying out its functions
as provided by law, subject to the same limitation as set forth in
the parenthetical matter under subsection (a); (B) all expenses of
the Postal Regulatory Commission, subject to the availability of
amounts appropriated under section 504(d); and (C) all expenses of
[the Office of Inspector General, subject to the availability of
amounts appropriated under section 8G(f) of the Inspector General
Act of 1978.1 the Office of Inspector General of the Postal Commu-
nity The Postmaster General shall transfer from the Fund to the
Secretary of the Treasury for deposit in the Department of the
Treasury Forfeiture Fund amounts appropriate to reflect the de-
gree of participation of Department of the Treasury law enforce-
ment organizations (described in section 9705(o) of title 31) in the
law enforcement effort resulting in the forfeiture pursuant to laws
enforced or administered by the Postal Service. Neither the Fund
nor any of the funds credited to it shall be subject to apportionment
under the provisions of subchapter II of chapter 15 of title 31.

(2) Funds appropriated to the Postal Service under section 2401
of this title shall be apportioned as provided in this paragraph.
From the total amounts appropriated to the Postal Service for any
fiscal year under the authorizations contained in section 2401 of
this title, the Secretary of the Treasury shall make available to the
Postal Service 25 percent of such amount at the beginning of each
quarter of such fiscal year.

(f) Notwithstanding any other provision of this section, any
amounts appropriated to the Postal Service under subsection (d) of
section 2401 of this title and deposited into the Fund shall be ex-
pended by the Postal Service only for the purposes provided in such
subsection.

(g) Notwithstanding any provision of section 8147 of title 5,
whenever the Secretary of Labor furnishes a statement to the Post-
al Service indicating an amount due from the Postal Service under
subsection (b) of that section, the Postal Service shall make the de-
posit required pursuant to that statement (and any additional pay-
ment under subsection (c) of that section, to the extent that it re-
lates to the period covered by such statement) not later than 30
days after the date on which such statement is so furnished. Any
deposit (and any additional payment) which is subject to the pre-
ceding sentence shall, once made, remain available without fiscal
year limitation.

(h) Liabilities of the former Post Office Department to the Em-
ployees’ Compensation Fund (appropriations for which were au-
thorized by former section 2004, as in effect before the effective
date of this subsection) shall be liabilities of the Postal Service pay-
able out of the Fund.

* * *k & * * *k
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§2009. Annual budget

The Postal Service shall cause to be prepared annually a budget
program which shall be submitted to the Office of Management and
Budget, under such rules and regulations as the President may es-
tablish as to the date of submission, the form and content, the clas-
sifications of data, and the manner in which such budget program
shall be prepared and presented. The budget program shall be a
business-type budget, or plan of operations, with due allowance
given to the need for flexibility, including provision for emergencies
and contingencies, in order that the Postal Service may properly
carry out its activities as authorized by law. The budget program
shall contain estimates of the financial condition and operations of
the Postal Service for the current and ensuing fiscal years and the
actual condition and results of operation for the last completed fis-
cal year. Such budget program shall include a statement of finan-
cial condition, a statement of income and expense, an analysis of
surplus or deficit, a statement of sources and application of funds,
and such other supplementary statements and information as are
necessary or desirable to make known the financial condition and
operations of the Postal Service. Such statements shall include esti-
mates of operations by major types of activities, together with esti-
mates of administrative expenses and estimates of borrowings. The
budget program shall also include separate statements of the
amounts which (1) the Postal Service requests to be appropriated
under subsections (b) and (c) of section 2401, (2) [the Office of In-
spector General of the United States Postal Service requests to be
appropriated, out of the Postal Service Fund, under section 8G(f)
of the Inspector General Act of 1978, and] the Office of Inspector
General of the Postal Community requests to be appropriated out of
the Postal Service Fund (3) the Postal Regulatory Commission re-
quests to be appropriated, out of the Postal Service Fund, under
section 504(d) of this title. The President shall include these
amounts, with his recommendations but without revision, in the
budget transmitted to Congress under section 1105 of title 31.

* * *k & * * *k

§2011. Provisions relating to competitive products

(a)(1) In this subsection, the term “costs attributable” has the
meaning given such term by section 3631.

(2) There is established in the Treasury of the United States a
revolving fund, to be called the Postal Service Competitive Prod-
ucts Fund, which shall be available to the Postal Service without
fiscal year limitation for the payment of—

(A) costs attributable to competitive products; and
(B) all other costs incurred by the Postal Service, to the ex-
tent allocable to competitive products.

(b) There shall be deposited in the Competitive Products Fund,
subject to withdrawal by the Postal Service—

(1) revenues from competitive products;

(2) amounts received from obligations issued by Postal Serv-
ice under subsection (e);

(3) interest and dividends earned on investments of the Com-
petitive Products Fund; and
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(4) any other receipts of the Postal Service (including from
the sale of assets), to the extent allocable to competitive prod-
ucts.

(c) If the Postal Service determines that the moneys of the Com-
petitive Products Fund are in excess of current needs, the Postal
Service may request the investment of such amounts as the Postal
Service determines advisable by the Secretary of the Treasury in
obligations of, or obligations guaranteed by, the Government of the
United States, and, with the approval of the Secretary, in such
other obligations or securities as the Postal Service determines ap-
propriate.

(d) With the approval of the Secretary of the Treasury, the Postal
Service may deposit moneys of the Competitive Products Fund in
any Federal Reserve bank, any depository for public funds, or in
such other places and in such manner as the Postal Service and
the Secretary may mutually agree.

(e)(1)(A) Subject to the limitations specified in section 2005(a),
the Postal Service is authorized to borrow money and to issue and
sell such obligations as the Postal Service determines necessary to
provide for competitive products and deposit such amounts in the
Competitive Products Fund.

(B) Subject to paragraph (5), any borrowings by the Postal Serv-
ice under subparagraph (A) shall be supported and serviced by—

(i) the revenues and receipts from competitive products and
the assets related to the provision of competitive products (as
determined under subsection (h)); or

(i) for purposes of any period before accounting practices
and principles under subsection (h) have been established and
applied, the best information available from the Postal Service,
including the audited statements required by section 2008(e).

(2) The Postal Service may enter into binding covenants with the
holders of such obligations, and with any trustee under any agree-
ment entered into in connection with the issuance of such obliga-
tions with respect to—

(A) the establishment of reserve, sinking, and other funds;

(B) application and use of revenues and receipts of the Com-
petitive Products Fund;

(C) stipulations concerning the subsequent issuance of obli-
gations or the execution of leases or lease purchases relating
to properties of the Postal Service; and

(D) such other matters as the Postal Service considers nec-
essary or desirable to enhance the marketability of such obliga-
tions.

(3) Obligations issued by the Postal Service under this sub-
section—

(A) shall be in such forms and denominations;

(B) shall be sold at such times and in such amounts;

(C) shall mature at such time or times;

(D) shall be sold at such prices;

(E) shall bear such rates of interest;

(F) may be redeemable before maturity in such manner, at
such times, and at such redemption premiums;

(G) may be entitled to such relative priorities of claim on the
assets of the Postal Service with respect to principal and inter-
est payments; and
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(H) shall be subject to such other terms and conditions, as
the Postal Service determines.

(4) Obligations issued by the Postal Service under this sub-
section—

(A) shall be negotiable or nonnegotiable and bearer or reg-
istered instruments, as specified therein and in any indenture
or covenant relating thereto;

(B) shall contain a recital that such obligations are issued
under this section, and such recital shall be conclusive evi-
dence of the regularity of the issuance and sale of such obliga-
tions and of their validity;

(C) shall be lawful investments and may be accepted as secu-
rity for all fiduciary, trust, and public funds, the investment or
deposit of which shall be under the authority or control of any
officer or agency of the Government of the United States, and
the Secretary of the Treasury or any other officer or agency
having authority over or control of any such fiduciary, trust, or
public funds, may at any time sell any of the obligations of the
Postal Service acquired under this section;

(D) shall not be exempt either as to principal or interest
from any taxation now or hereafter imposed by any State or
local taxing authority; and

(E) except as provided in section 2006(c), shall not be obliga-
tions of, nor shall payment of the principal thereof or interest
thereon be guaranteed by, the Government of the United
States, and the obligations shall so plainly state.

(5) The Postal Service shall make payments of principal, or inter-
est, or both on obligations issued under this section out of revenues
and receipts from competitive products and assets related to the
provision of competitive products (as determined under subsection
(h)), or for purposes of any period before accounting practices and
principles under subsection (h) have been established and applied,
the best information available, including the audited statements re-
quired by section 2008(e). For purposes of this subsection, the total
assets of the Competitive Products Fund shall be the greater of—

(A) the assets related to the provision of competitive products
as calculated under subsection (h); or

(B) the percentage of total Postal Service revenues and re-
ceipts from competitive products times the total assets of the
Postal Service.

(f) The receipts and disbursements of the Competitive Products
Fund shall be accorded the same budgetary treatment as is ac-
corded to receipts and disbursements of the Postal Service Fund
under section 2009a.

(g) A judgment (or settlement of a claim) against the Postal Serv-
ice or the Government of the United States shall be paid out of the
Competitive Products Fund to the extent that the judgment or
claim arises out of activities of the Postal Service in the provision
of competitive products.

(h)(1)(A) The Secretary of the Treasury, in consultation with the
Postal Service and an independent, certified public accounting firm
and other advisors as the Secretary considers appropriate, shall de-
velop recommendations regarding—

(i) the accounting practices and principles that should be fol-
lowed by the Postal Service with the objectives of—
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(I) identifying and valuing the assets and liabilities of
the Postal Service associated with providing competitive
products, including the capital and operating costs in-
curred by the Postal Service in providing such competitive
products; and

(IT) subject to subsection (e)(5), preventing the subsidiza-
tion of such products by market-dominant products; and

(i) the substantive and procedural rules that should be fol-
lowed in determining the assumed Federal income tax on com-
petitive products income of the Postal Service for any year
(within the meaning of section 3634).

(B) Not earlier than 6 months after the date of enactment of this
section, and not later than 12 months after such date, the Sec-
retary of the Treasury shall submit the recommendations under
subparagraph (A) to the Postal Regulatory Commission.

(2)(A) Upon receiving the recommendations of the Secretary of
the Treasury under paragraph (1), the Commission shall give inter-
ested parties, including the Postal Service, users of the mails, and
an officer of the Commission who shall be required to represent the
interests of the general public, an opportunity to present their
views on those recommendations through submission of written
data, views, or arguments with or without opportunity for oral
presentation, or in such other manner as the Commission considers
appropriate.

(B)(i) After due consideration of the views and other information
received under subparagraph (A), the Commission shall by rule—

(I) provide for the establishment and application of the ac-
counting practices and principles which shall be followed by
the Postal Service;

(IT) provide for the establishment and application of the sub-
stantive and procedural rules described under paragraph
(1)(A)Gi); and

(III) provide for the submission by the Postal Service to the
Postal Regulatory Commission of annual and other periodic re-
ports setting forth such information as the Commission may
require.

(ii) Final rules under this subparagraph shall be issued not later
than 12 months after the date on which recommendations are sub-
mitted under paragraph (1) (or by such later date on which the
Commission and the Postal Service may agree). The Commission is
authorized to promulgate regulations revising such rules.

(C)di) Reports described under subparagraph (B)(i)(III) shall be
submitted at such time and in such form, and shall include such
information, as the Commission by rule requires.

(ii) The Commission may, on its own motion or on request of an
interested party, initiate proceedings (to be conducted in accord-
ance with such rules as the Commission shall prescribe) to improve
the quality, accuracy, or completeness of Postal Service information
under subparagraph (B)A)(III) whenever it shall appear that—

(I) the quality of the information furnished in those reports
has become significantly inaccurate or can be significantly im-
proved; or

(IT) such revisions are, in the judgment of the Commission,
otherwise necessitated by the public interest.
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(D) A copy of each report described under subparagraph
(B)A)(III) shall be submitted by the Postal Service to the Secretary
of the Treasury and [the Inspector General of the United States
Postal Servicel the Inspector General of the Postal Community.

(i)(1) The Postal Service shall submit an annual report to the
Secretary of the Treasury concerning the operation of the Competi-
tive Products Fund. The report shall address such matters as risk
limitations, reserve balances, allocation or distribution of moneys,
liquidity requirements, and measures to safeguard against losses.

(2) A copy of the most recent report submitted under paragraph
(1) shall be included in the annual report submitted by the Postal
Regulatory Commission under section 3652(g).

* * * * * * *

CHAPTER 24—APPROPRIATIONS AND ANNUAL REPORT

* * * * * * *

[§2402. Annual report

[The Postmaster General shall render an annual report to the
Board concerning the operations of the Postal Service under this
title. Upon approval thereof, or after making such changes as it
considers appropriate, the Board shall transmit such reports to the
President and the Congress.]

§2402. Annual report

The Postmaster General shall render an annual report concerning
the operations of the Postal Service under this title to the President
and Congress.

* * * * * * *
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[3632. Action of the Governors.]
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SUBCHAPTER VII—-MODERN SERVICE STANDARDS
3692. Delivery-point modernization.

SUBCHAPTER I—PROVISIONS RELATING TO MARKET-
DOMINANT PRODUCTS

* * *k & * * *k

§3622. Modern rate regulation

(a) AUTHORITY GENERALLY.—The Postal Regulatory Commission
shall[, within 18 months after the date of enactment of this sec-
tion,] by regulation establish (and may from time to time there-
after by regulation revise) a modern system for regulating rates
and classes for market-dominant products.

(b) OBJECTIVES.—Such system shall be designed to achieve the
following objectives, each of which shall be applied in conjunction
with the others:

(1) To maximize incentives to reduce costs and increase effi-
ciency.

(2) To create and ensure predictability and stability in rates.

(3) To maintain and meet high quality service standards es-
tablished under section 3691, with a focus on achieving predict-
able and consistent delivery.

(4) To allow the Postal Service pricing flexibility.

(5) To assure adequate revenues, including retained earn-
ings, to establish and maintain financial stability.

(6) To reduce the administrative burden and increase the
transparency of the ratemaking [process] and cost allocation
processes.

(7) To enhance mail security and deter terrorism.

(8) To establish and maintain a just and reasonable schedule
for rates and classifications, however the objective under this
paragraph shall not be construed to prohibit the Postal Service
from making changes of unequal magnitude within, between,
or among classes of mail.

(9) To allocate the total institutional costs of the Postal Serv-
ice appropriately between market-dominant and competitive
products (and to ensure appropriate levels of transparency).

[(c) FACTORS.—In establishing or revising such system, the Post-
al Regulatory Commission shall take into account—

[(1) the value of the mail service actually provided each class
or type of mail service to both the sender and the recipient, in-
cluding but not limited to the collection, mode of transpor-
tation, and priority of delivery;

[(2) the requirement that each class of mail or type of mail
service bear the direct and indirect postal costs attributable to
each class or type of mail service through reliably identified
causal relationships plus that portion of all other costs of the
Postal Service reasonably assignable to such class or type;

[(3) the effect of rate increases upon the general public, busi-
ness mail users, and enterprises in the private sector of the
economy engaged in the delivery of mail matter other than let-
ters;

[(4) the available alternative means of sending and receiving
letters and other mail matter at reasonable costs;
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[(5) the degree of preparation of mail for delivery into the
postal system performed by the mailer and its effect upon re-
ducing costs to the Postal Service;

[(6) simplicity of structure for the entire schedule and sim-
ple, identifiable relationships between the rates or fees charged
the various classes of mail for postal services;

[(7) the importance of pricing flexibility to encourage in-
creased mail volume and operational efficiency;

[(8) the relative value to the people of the kinds of mail mat-
ter entered into the postal system and the desirability and jus-
tification for special classifications and services of mail,

[(9) the importance of providing classifications with ex-
tremely high degrees of reliability and speed of delivery and of
providing those that do not require high degrees of reliability
and speed of delivery;

[(10) the desirability of special classifications for both postal
users and the Postal Service in accordance with the policies of
this title, including agreements between the Postal Service and
postal users, when available on public and reasonable terms to
similarly situated mailers, that—

[(A) either—

[(i) improve the net financial position of the Postal
Service through reducing Postal Service costs or in-
creasing the overall contribution to the institutional
costs of the Postal Service; or

[(ii) enhance the performance of mail preparation,
processing, transportation, or other functions; and

l[(B) do not cause unreasonable harm to the market-
place.

[(11) the educational, cultural, scientific, and informational
value to the recipient of mail matter;

[(12) the need for the Postal Service to increase its efficiency
and reduce its costs, including infrastructure costs, to help
maintain high quality, affordable postal services;

[(13) the value to the Postal Service and postal users of pro-
mo(‘;ing intelligent mail and of secure, sender-identified mail,
an

[(14) the policies of this title as well as such other factors
as the Commission determines appropriate.]

(¢c) FACTORS.—In establishing or revising such system, the Postal
Regulatory Commission shall take into account the following fac-
tors:

(1) The effect of rate increases upon the general public and
business mail users.

(2) The available alternative means of sending and receiving
written communications, information, and letters and other
mail matter at reasonable costs.

(3) The reliability of delivery timelines and the extent to
which the Postal Service is meeting its service standard obliga-
tions.

(4) The need to ensure that the Postal Service has adequate
revenues and has taken appropriate cost-cutting measures to
maintain financial stability and meet all legal obligations.

(5) The extent to which the Postal Service has taken actions
to increase its efficiency and reduce its costs.
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(6) The value of the mail service actually provided by each
class or type of mail service to both the sender and the recipient,
including but not limited to the collection, mode of transpor-
tation, and priority of delivery.

(7) The requirement that each class of mail or type of mail
service bear the direct and indirect postal costs attributable to
each class or type of mail service through reliably identified
causal relationships plus that portion of all other costs of the
Postal Service reasonably assignable to such class or type.

(8) The degree of preparation of mail for delivery into the
postal system performed by the mailer and its effect upon im-
proving efficiency and reducing costs to the Postal Service.

(9) Simplicity of structure for the entire schedule and simple,
identifiable relationships between the rates or fees charged the
various classes of mail for postal services.

(10) The importance of pricing flexibility to encourage in-
creased mail volume and operational efficiency.

(11) The relative value to the people of the kinds of mail mat-
ter entered into the postal system and the desirability and jus-
tification for special classifications and services of mail.

(12) The importance of providing classifications with ex-
tremely high degrees of reliability and speed of delivery and of
providing those that do not require high degrees of reliability
and speed of delivery.

(13) The desirability of special classifications for both postal
users and the Postal Service in accordance with the policies of
this title, including agreements between the Postal Service and
postal users, when available on public and reasonable terms to
similarly situated mailers, that—

(A) improve the net financial position of the Postal Serv-
ice by reducing Postal Service costs or increasing the over-
all contribution to the institutional costs of the Postal Serv-
ice; and

(B) do not cause—

(i) unfair competitive advantage for the Postal Serv-
ice or postal users eligible for the agreements; or

(ii) unreasonable disruption to the volume or reve-
nues of other postal users.

(14) The educational, cultural, scientific, and informational
value to the recipient of mail matter.

(15) The need for the Postal Service to increase its efficiency
and reduce its costs, including infrastructure costs, to help
maintain high quality, affordable postal services.

(16) The value to the Postal Service and postal users of pro-
moting intelligent mail and of secure, sender-identified mail.

(17) The importance of stability and predictability of rates to
ratepayers.

(18) The policies of this title as well as such other factors as
the Commission determines appropriate.

(d) REQUIREMENTS.—

(1) IN GENERAL.—The system for regulating rates and classes
for market-dominant products shall—

(A) include an annual limitation on the percentage
changes in rates to be set by the Postal Regulatory Com-
mission that will be equal to the change in the Consumer
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Price Index for All Urban Consumers unadjusted for sea-
sonal variation over the most recent available 12-month
period preceding the date the Postal Service files notice of
its intention to increase rates;

(B) establish postal rates for each group of functionally
equivalent agreements between the Postal Service and users
of the mail that—

(i) cover attributable cost;

(it) improve the net financial position of the Postal
Service; and

(iii) do not cause unreasonable disruption in the
marketplace, consistent with subsection (¢)(13)(B);

for purposes of this subparagraph, a group of functionally
equivalent agreements shall consist of all service agree-
ments that are functionally equivalent to each other within
the same market-dominant product, but shall not include
agreements within an experimental product;

[(B)] (C) establish a schedule whereby rates, when nec-
essary and appropriate, would change at regular intervals
by predictable amounts;

L(C)] (D) not later than 45 days before the implementa-
tion of any adjustment in rates under this section, includ-
ing adjustments made under subsection [(c)(10)] (c)(H)—

(i) require the Postal Service to provide public notice
of the adjustment;

(i) provide an opportunity for review by the Postal
Regulatory Commission;

(ii1) provide for the Postal Regulatory Commission to
notify the Postal Service of any noncompliance of the
adjustment with the limitation under subparagraph
(A); and

(iv) require the Postal Service to respond to the no-
tice provided under clause (iii) and describe the ac-
tions to be taken to comply with the limitation under
subparagraph (A);

L(D)] (E) establish procedures whereby the Postal Serv-
ice may adjust rates not in excess of the annual limitations
under subparagraph (A); and

L(E)] (F) notwithstanding any limitation set under [sub-
paragraphs (A) and (C)1 subparagraphs (A) and (D), and
provided there is not sufficient unused rate authority
under paragraph (2)(C), establish procedures whereby
rates may be adjusted on an expedited basis due to either
extraordinary or exceptional circumstances, provided that
the Commission determines, after notice and opportunity
for a public hearing and comment, and within 90 days
after any request by the Postal Service, that such adjust-
ment is reasonable and equitable and necessary to enable
the Postal Service, under best practices of honest, efficient,
and economical management, to maintain and continue the
development of postal services of the kind and quality
adapted to the needs of the United States.

(2) LIMITATIONS.—

(A) CLASSES OF MAIL.—Except as provided under sub-

paragraph (C), the annual limitations under paragraph
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(1)(A) shall apply to a class of mail, as defined in the Do-
mestic Mail Classification Schedule as in effect on the date
of enactment of the Postal Accountability and Enhance-
ment Act.

(B) ROUNDING OF RATES AND FEES.—Nothing in this sub-
section shall preclude the Postal Service from rounding
rates and fees to the nearest whole integer, if the effect of
such rounding does not cause the overall rate increase for
any class to exceed the Consumer Price Index for All
Urban Consumers.

(C) USE OF UNUSED RATE AUTHORITY.—

(i) DEFINITION.—In this subparagraph, the term
“unused rate adjustment authority” means the dif-
ference between—

(I) the maximum amount of a rate adjustment
that the Postal Service is authorized to make in
any year subject to the annual limitation under
paragraph (1); and

(IT) the amount of the rate adjustment the Post-
al Service actually makes in that year.

(i1) AUTHORITY.—Subject to clause (iii), the Postal
Service may use any unused rate adjustment author-
ity for any of the 5 years following the year such au-
thority occurred.

(ii1) LIMITATIONS.—In exercising the authority under
clause (ii) in any year, the Postal Service—

(I) may use unused rate adjustment authority
from more than 1 year;

(IT) may use any part of the unused rate adjust-
ment authority from any year;

(IIT) shall use the unused rate adjustment au-
thority from the earliest year such authority first
occurred and then each following year; and

(IV) for any class or service, may not exceed the
annual limitation under paragraph (1) by more
than 2 percentage points.

(3) REVIEW.—Ten years after the date of enactment of the
Postal Accountability and Enhancement Act and as appro-
priate thereafter, the Commission shall review the system for
regulating rates and classes for market-dominant products es-
tablished under this section to determine if the system is
achieving the objectives in subsection (b), taking into account
the factors in subsection (c¢). If the Commission determines,
after notice and opportunity for public comment, that the sys-
tem is not achieving the objectives in subsection (b), taking
into account the factors in subsection (c), the Commission may,
by regulation, make such modification or adopt such alter-
native system for regulating rates and classes for market-domi-
nant products as necessary to achieve the objectives.

(e) WORKSHARE DISCOUNTS.—

(1) DEFINITION.—In this subsection, the term “workshare dis-
count” refers to rate discounts provided to mailers for the
presorting, prebarcoding, handling, or transportation of mail,
as further defined by the Postal Regulatory Commission under
subsection (a).
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(2) ScoPE.—The Postal Regulatory Commission shall ensure
that such discounts do not exceed the cost that the Postal Serv-
ice avoids as a result of workshare activity, unless—

(A) the discount is—

(i) associated with a new postal service, a change to
an existing postal service, or with a new work share
initiative related to an existing postal service; and

(i) necessary to induce mailer behavior that fur-
thers the economically efficient operation of the Postal
Service and the portion of the discount in excess of the
cost that the Postal Service avoids as a result of the
workshare activity will be phased out over a limited
period of time;

(B) the amount of the discount above costs avoided—

(i) is necessary to mitigate rate shock; and

(ii) will be phased out over time;

(C) the discount is provided in connection with sub-
classes of mail consisting exclusively of mail matter of edu-
cational, cultural, scientific, or informational value; or

(D) reduction or elimination of the discount would im-
pede the efficient operation of the Postal Service.

(3) LiMITATION.—Nothing in this subsection shall require
that a work share discount be reduced or eliminated if the re-
duction or elimination of the discount would—

(A) lead to a loss of volume in the affected category or
subclass of mail and reduce the aggregate contribution to
the institutional costs of the Postal Service from the cat-
egory or subclass subject to the discount below what it oth-
erwise would have been if the discount had not been re-
duced or eliminated; or

(B) result in a further increase in the rates paid by mail-
ers not able to take advantage of the discount.

(4) REPORT.—Whenever the Postal Service establishes a
workshare discount rate, the Postal Service shall, at the time
it publishes the workshare discount rate, submit to the Postal
Regulatory Commission a detailed report that—

(A) explains the Postal Service’s reasons for establishing
the rate;

(B) sets forth the data, economic analyses, and other in-
formation relied on by the Postal Service to justify the
rate; and

(C) certifies that the discount will not adversely affect
rates or services provided to users of postal services who
do not take advantage of the discount rate.

(f) TRANSITION RULE.—For the 1-year period beginning on the
date of enactment of this section, rates and classes for market-dom-
inant products shall remain subject to modification in accordance
with the provisions of this chapter and section 407, as such provi-
sions were last in effect before the date of enactment of this sec-
tion. Proceedings initiated to consider a request for a recommended
decision filed by the Postal Service during that 1-year period shall
be completed in accordance with subchapter II of chapter 36 of this
title and implementing regulations, as in effect before the date of
enactment of this section.

* * *k & * * *k
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§ 3626. Reduced rates

(a)(1) Except as otherwise provided in this section, rates of post-
age for a class of mail or kind of mailer under former section 4358,
4452(b), 4452(c), 4554(b), or 4554(c) of this title shall be established
in accordance with section 3622.

(2) For the purpose of this subsection, the term “regular-rate cat-
egory” means any class of mail or kind of mailer, other than a class
or kind referred to in section

(3) Rates of postage for a class of mail or kind of mailer under
former section 4358(a) through (c¢) of this title shall be established
so that postage on each mailing of such mail reflects its preferred
status as compared to the postage for the most closely cor-
responding regular-rate category mailing.

(4)(A) Except as specified in subparagraph (B), rates of postage
for a class of mail or kind of mailer under former section 4358 (d)
or (e) of this title shall be established so that postage on each mail-
ing of such mail shall be as nearly as practicable 5 percent lower
than the postage for a corresponding regular-rate category mailing.

(B) With respect to the postage for the advertising pound portion
of any mail matter under former section 4358 (d) or (e) of this title,
the 5-percent discount specified in subparagraph (A) shall not
apply if the advertising portion exceeds 10 percent of the publica-
tion involved.

(5) The rates for any advertising under former section 4358(f) of
this title shall be equal to 75 percent of the rates for advertising
contlained in the most closely corresponding regular-rate category of
mail.

(6) The rates for mail matter under former sections 4452 (b) and
(c¢) of this title shall be established as follows:

(A) The estimated average revenue per piece to be received
by the Postal Service from each subclass of mail under former
sections 4452 (b) and (c) of this title shall be equal, as nearly
as practicable, to 60 percent of the estimated average revenue
per piece to be received from the most closely corresponding
regular-rate subclass of mail.

(B) For purposes of subparagraph (A), the estimated average
revenue per piece of each regular-rate subclass shall be cal-
culated on the basis of expected volumes and mix of mail for
such subclass at current rates in the test year of the pro-
ceeding.

(C) Rate differentials within each subclass of mail matter
under former sections 4452 (b) and (c) shall reflect the policies
of this title, including the factors set forth in section 3622(b)
of this title.

(7) The rates for mail matter under former sections 4554 (b) and
(c) of this title shall be established so that postage on each mailing
of such mail shall be as nearly as practicable 5 percent lower than
the postage for a corresponding regular-rate mailing.

(b)(1) For the purposes of this title, the term “periodical publica-
tions”, as used in former section 4351 of this title, includes (A) any
catalog or other course listing, including mail announcements of
legal texts which are part of post-bar admission education issued
by any institution of higher education or by a nonprofit organiza-
tion engaged in continuing legal education; and (B) any looseleaf
page or report (including any index, instruction for filing, table, or
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sectional identifier which is an integral part of such report) which
is designed as part of a looseleaf reporting service concerning devel-
opments in the law or public policy.

(2) Any material described in paragraph (1) of this subsection
shall qualify to be entered and mailed as second class mail in ac-
cordance with the applicable provisions of former section 4352
through former section 4357 of this title.

(3) For purposes of this subsection, the term “institution of high-
er education” has the meaning given it by section 101 of the Higher
Education Act of 1965, and includes a nonprofit organization that
coordinates a network of college-level courses that is sponsored pri-
marily by nonprofit educational institutions for an older adult con-
stituency.

(c) In the administration of this section, one conservation publi-
cation published by an agency of a State which is responsible for
management and conservation of the fish or wildlife resources of
such State shall be considered a publication of a qualified nonprofit
organization which qualifies for rates of postage under former sec-
tion 4358(d) of this title.

(d)(1) For purposes of this title, the term “agricultural”, as used
in former sections 4358(j)(2), 4452(d), and 4554(b)(1)(B) of this title,
includes the art or science of cultivating land, harvesting crops or
marine resources, or raising of livestock.

(2) In the administration of this section, and for purposes of
former sections 4358(j)(2), 4452(d), and 4554(b)(1)(B) of this title,
agricultural organizations or associations shall include any organi-
zation or association which collects and disseminates information
or materials relating to agricultural pursuits.

[(e)(1) In the administration of this section, the rates for third-
class mail matter mailed by a qualified political committee shall be
the rates currently in effect under former section 4452 of this title
for third-class mail matter mailed by a qualified nonprofit organi-
zation.

[(2) For purposes of this subsection—

[(A) the term “qualified political committee” means a na-
tional or State committee of a political party, the Republican
and Democratic Senatorial Campaign Committees, the Demo-
cratic National Congressional Committee, and the National Re-
publican Congressional Committee;

[(B) the term “national committee” means the organization
which, by virtue of the bylaws of a political party, is respon-
sible for the day-to-day operation of such political party at the
national level; and

[(C) the term “State committee” means the organization
which, by virtue of the bylaws of a political party, is respon-
sible for the day-to-day operation of such political party at the
State level.]

(f) In the administration of this chapter, the rates for mail under
former section 4358(g) of this title shall be established without re-
gard to either the provisions of such former section 4358(g) or the
provisions of this section.

(g2)(1) In the administration of this section, the rates for mail
under subsections (a), (b), and (¢) of former section 4358 of this title
shall not apply to an issue of a publication if the number of copies
of such issue distributed within the county of publication is less
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than the number equal to the sum of 50 percent of the total paid
circulation of such issue plus one.

(2) Paragraph (1) of this subsection shall not apply to an issue
of a publication if the total paid circulation of such issue is less
than 10,000 copies.

(3) For purposes of this section and former section 4358(a)
through (c) of this title, those copies of an issue of a publication en-
tered within the county in which it is published, but distributed
outside such county on postal carrier routes originating in the
county of publication, shall be treated as if they were distributed
within the county of publication.

(4)(A) In the case of an issue of a publication, any number of cop-
ies of which are mailed at the rates of postage for a class of mail
or kind of mailer under former section 4358(a) through (c) of this
title, any copies of such issue which are distributed outside the
county of publication (excluding any copies subject to paragraph
(3)) shall be subject to rates of postage provided for under this
paragraph.

(B) The rates of postage applicable to mail under this paragraph
shall be established in accordance with section 3622.

(C) This paragraph shall not apply with respect to an issue of a
publication unless the total paid circulation of such issue outside
the county of publication (not counting recipients of copies subject
to paragraph (3)) is less than 5,000.

(h) In the administration of this section, the number of copies of
a subscription publication mailed to nonsubscribers during a cal-
endar year at rates under subsections (a), (b), and (c) of former sec-
tion 4358 of this title may not exceed 10 percent of the number of
copies of such publication mailed at such rates to subscribers.

(G)1) In the administration of this section, the rates for mail
under former section 4452(b) or 4452(c) of this title shall not apply
to mail which advertises, promotes, offers, or, for a fee or consider-
ation, recommends, describes, or announces the availability of—

(A) any credit, debit, or charge card, or similar financial in-
strument or account, provided by or through an arrangement
with any person or organization not authorized to mail at the
ra11:es for mail under former section 4452(b) or 4452(c) of this
title;

(B) any insurance policy, unless the organization which pro-
motes the purchase of such policy is authorized to mail at the
rates for mail under former section 4452(b) or 4452(c) of this
title, the policy is designed for and primarily promoted to the
members, donors, supporters, or beneficiaries of the organiza-
tion, and the coverage provided by the policy is not generally
otherwise commercially available;

(C) any travel arrangement, unless the organization which
promotes the arrangement is authorized to mail at the rates
for mail under former section 4452(b) or 4452(c) of this title,
the travel contributes substantially (aside from the cultivation
of members, donors, or supporters, or the acquisition of income
or funds) to one or more of the purposes which constitutes the
basis for the organization’s authorization to mail at such rates,
and the arrangement is designed for and primarily promoted
to the members, donors, supporters, or beneficiaries of the or-
ganization; or
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(D) any product or service (other than any to which subpara-
graph (A), (B), or (C) relates), if—

(1) the sale of such product or the providing of such serv-
ice is not substantially related (aside from the need, on the
part of the organization promoting such product or service,
for income or funds or the use it makes of the profits de-
rived) to the exercise or performance by the organization
of one or more of the purposes constituting the basis for
the organization’s authorization to mail at such rates; or

(i1) the mail matter involved is part of a cooperative
mailing (as defined under regulations of the Postal Serv-
ice) with any person or organization not authorized to mail
at the rates for mail under former section 4452(b) or
4452(c) of this title;

except that—

(I) any determination under clause (i) that a product or
service is not substantially related to a particular purpose
shall be made under regulations which shall be prescribed
by the Postal Service and which shall be consistent with
standards established by the Internal Revenue Service and
the courts with respect to subsections (a) and (c) of section
513 of the Internal Revenue Code of 1986; and

(IT) clause (i) shall not apply if the product involved is
a periodical publication described in subsection (m)(2) (in-
cluding a subscription to receive any such publication); and

(ITI) clause (i) shall not apply to space advertising in
mail matter that otherwise qualifies for rates under former
section 4452(b) or 4452(c) of this title, and satisfies the
content requirements established by the Postal Service for
periodical publications: Provided, That such changes in
law shall take effect immediately and shall stay in effect
hereafter unless the Congress enacts legislation on this
matter prior to October 1, 1995.

(2) Matter shall not be excluded from being mail at the rates for
mail under former section 4452(b) or 4452(c) of this title, by an or-
ganization authorized to mail at those rates solely because—

(A) such matter contains, but is not primarily devoted to, ac-
knowledgements of organizations or individuals who have
made donations to the authorized organization; or

(B) such matter contains, but is not primarily devoted to, ref-
erences to and a response card or other instructions for making
inquiries concerning services or benefits available as a result
of membership in the authorized organization: Provided, That
advertising, promotional, or application materials specifically
concerning such services or benefits are not included.

(3)(A) Upon request, an organization authorized to mail at the
rates for mail under former section 4452(b) or 4452(c) of this title
shall furnish evidence to the Postal Service concerning the eligi-
bility of any of its mail matter or mailings to be sent at those rates.

(B) The Postal Service shall establish procedures to carry out this
paragraph, including procedures for mailer certification of compli-
ance with the conditions specified in paragraph (1)(D) or subsection
(m), as applicable, and verification of such compliance.

(k)(1) No person or organization shall mail, or cause to be mailed
by contractual agreement or otherwise, at the rates for mail under
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former section 4452(b) or 4452(c) of this title, any matter to which
those rates do not apply.

(2) The Postal Service may assess a postage deficiency in the
amount of the unpaid postage against any person or organization
which violates paragraph (1) of this subsection. This assessment
shall be deemed the final decision of the Postal Service, unless the
party against whom the deficiency is assessed appeals it in writing
within thirty days to the postmaster of the office where the mailing
was entered. Such an appeal shall be considered by an official des-
ignated by the Postal Service, other than the postmaster of the of-
fice where the mailing was entered, who shall issue a decision as
soon as practicable. This decision shall be deemed final unless the
party against whom the deficiency was assessed appeals it in writ-
ing within thirty days to a further reviewing official designated by
the Postal Service, who shall issue the final decision on the matter.

(3) The Postal Service shall maintain procedures for the prompt
collection of postage deficiencies arising from the violation of para-
graph (1) of this subsection, and may in its discretion, follow the
issuance of a final decision regarding a deficiency under paragraph
(2) of this subsection deduct the amount of that deficiency incurred
during the previous 12 months from any postage accounts or other
monies of the violator in its possession.

(1) In the administration of this section, the term “advertising”,
as used in former section 4358(j)(2) of this title, does not include
the publisher’s own advertising in a publication published by the
official highway or development agency of a State.

(m)(1) In the administration of this section, the rates for mail
under former section 4452(b) or 4452(c) of this title shall not apply
to mail consisting of products, unless such products—

(A) were received by the organization as gifts or contribu-
tions; or

(B) are low cost articles (as defined by section 513(h)(2) of
the Internal Revenue Code of 1986).

(2) Paragraph (1) shall not apply with respect to a periodical pub-
lication of a qualified nonprofit organization.

(n) In the administration of this section, matter that satisfies the
circulation standards for requester publications shall not be ex-
cluded from being mailed at the rates for mail under former section
4358 solely because such matter is designed primarily for free cir-
culation or for circulation at nominal rates, or fails to meet the re-
quirements of former section 4354(a)(5).

* * * & * * *

SUBCHAPTER II—PROVISIONS RELATING TO COMPETITIVE
PRODUCTS

* * & * * * &

§3632. [Action of the Governors] Establishment of rates and
classes of competitive products

[(a) AuTHORITY TO ESTABLISH RATES AND CLASSES.—The Gov-
ernors, with the concurrence of a majority of all of the Governors
then holding office, shall establish rates and classes for products in
the competitive category of mail in accordance with the require-
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ments of this subchapter and regulations promulgated under sec-
tion 3633.]

[(b)] () PROCEDURES.—

(1) IN GENERAL.—Rates and classes shall be established in
writing, complete with a statement of explanation and jus-
tification, and the date as of which each such rate or class
takes effect.

(2) RATES OR CLASSES OF GENERAL APPLICABILITY.—In the
case of rates or classes of general applicability in the Nation
as a whole or in any substantial region of the Nation, [the
Governors] the Postal Service shall cause each rate and class
decision under this section [and the record of the Governors’
proceedings in connection with such decision] to be published
in the Federal Register at least 30 days before the effective
date of any new rates or classes.

(3) RATES OR CLASSES NOT OF GENERAL APPLICABILITY.—In
the case of rates or classes not of general applicability in the
Nation as a whole or in any substantial region of the Nation,
[the Governors] the Postal Service shall cause each rate and
class decision under this section [and the record of the pro-
ceedings in connection with such decision] to be filed with the
Postal Regulatory Commission by such date before the effective
date of any new rates or classes as [the Governors consider]
the Postal Service considers appropriate, but in no case less
than 15 days.

(4) RATES FOR STREAMLINED REVIEW.—In the case of rates not
of general applicability for competitive products that the Post-
master General considers eligible for streamlined review under
section 3633(c), the Postmaster General shall cause the agree-
ment to be filed with the Postal Regulatory Commission by a
date that is on or before the effective date of any new rate estab-
lished under the agreement, as the Postmaster General con-
siders appropriate.

[(4)]1 (5) CRITERIA.—As part of the regulations required
under section 3633, the Postal Regulatory Commission shall
establish criteria for determining when a rate or class estab-
lished under this subchapter is or is not of general applicability
in the Nation as a whole or in any substantial region of the
Nation.

[(c)] (b) TRANSITION RULE.—Until regulations under section
3633 first take effect, rates and classes for competitive products
shall remain subject to modification in accordance with the provi-
sions of this chapter and section 407, as such provisions were as
last in effect before the date of enactment of this section.

§3633. Provisions applicable to rates for competitive prod-
ucts

(a) IN GENERAL.—The Postal Regulatory Commission shall, with-
in 18 months after the date of enactment of this section, promul-
gate (and may from time to time thereafter revise) regulations to—

(1) prohibit the subsidization of competitive products by mar-
ket-dominant products;

(2) ensure that each competitive product covers its costs at-
tributable; and
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(3) ensure that all competitive products collectively cover
what the Commission determines to be an appropriate share of
the institutional costs of the Postal Service.

(b) REVIEW OF MINIMUM CONTRIBUTION.—Five years after the
date of enactment of this section, and every 5 years thereafter, the
Postal Regulatory Commission shall conduct a review to determine
whether the institutional costs contribution requirement under
subsection (a)(3) should be retained in its current form, modified,
or eliminated. In making its determination, the Commission shall
consider all relevant circumstances, including the prevailing com-
petitive conditions in the market, and the degree to which any
costs are uniquely or disproportionately associated with any com-
petitive products.

(¢) STREAMLINED REVIEW.—Not later than 90 days after the date
of enactment of this subsection, after notice and opportunity for
comment, the Postal Regulatory Commission shall promulgate (and
may from time to time thereafter revise) regulations for streamlined
after-the-fact review of newly proposed agreements between the Post-
al Service and users of the mail that provide rates not of general
applicability for competitive products. Streamlined review shall
apply only if agreements are functionally equivalent to existing
agreements that have collectively covered attributable costs and col-
lectively improved the net financial position of the Postal Service.
The regulations issued under this subsection shall provide that
streamlined review shall be concluded not later than 5 business
days after the date on which the agreement is filed with the Com-
mission and shall be limited to approval or disapproval of the
agreement as a whole based on the Commission’s determination of
its functional equivalence. Agreements not approved may be resub-
mitted without prejudice under section 3632.

* * *k & * * k

SUBCHAPTER IV—REPORTING REQUIREMENTS AND
RELATED PROVISIONS

* * * * * * *

§ 3652. Annual reports to the Commission

(a) CosTs, REVENUES, RATES, AND SERVICE.—Except as provided
in subsection (c), the Postal Service shall, no later than 90 days
after the end of each year, prepare and submit to the Postal Regu-
latory Commission a report (together with such nonpublic annex to
the report as the Commission may require under subsection (e))—

(1) which shall analyze costs, revenues, rates, and quality of
service, using such methodologies as the Commission shall by
regulation prescribe, and in sufficient detail to demonstrate
that all products during such year complied with all applicable
requirements of this title; [and]

(2) which shall, for each market-dominant product provided
in such year, provide—

(A) product information, including mail volumes; and
(B) measures of the quality of service afforded by the
Postal Service in connection with such product, including—
(i) the level of service (described in terms of speed
of delivery and reliability) provided; and
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(ii) the degree of customer satisfaction with the serv-
ice providedl.]l; and

(3) which shall provide the overall change in Postal Service
productivity and the resulting effect of such change on overall
Postal Service costs during such year, using such methodologies
as the Commission shall by regulation prescribe, if necessary.

The Inspector General shall regularly audit the data collection sys-
tems and procedures utilized in collecting information and pre-
paring such report (including any annex thereto and the informa-
tion required under subsection (b)). The results of any such audit
shall be submitted to the Postal Service and the Postal Regulatory
Commission.

(b) INFORMATION RELATING TO WORKSHARE DISCOUNTS.—The
Postal Service shall include, in each report under subsection (a),
the following information with respect to each market-dominant
product for which a workshare discount was in effect during the pe-
riod covered by such report:

(1) The per-item cost avoided by the Postal Service by virtue
of such discount.

(2) The percentage of such per-item cost avoided that the
per-item workshare discount represents.

(8) The per-item contribution made to institutional costs.

(¢) MARKET TESTS.—In carrying out subsections (a) and (b) with
respect to experimental products offered through market tests
under section 3641 in a year, the Postal Service shall—

(1) report data on the costs, revenues, and quality of service
by market test, which may be reported in summary form; and

(2) report such data as the Postal Regulatory Commission re-
quires.

(d) SuPPORTING MATTER.—The Postal Regulatory Commission
shall have access, in accordance with such regulations as the Com-
mission shall prescribe, to the working papers and any other sup-
porting matter of the Postal Service and the Inspector General in
connection with any information submitted under this section.

(e) CONTENT AND FORM OF REPORTS.—

(1) IN GENERAL.—The Postal Regulatory Commission shall,
by regulation, prescribe the content and form of the public re-
ports (and any nonpublic annex and supporting matter relating
to the report) to be provided by the Postal Service under this
section. In carrying out this subsection, the Commission shall
give due consideration to—

(A) providing the public with timely, adequate informa-
tion to assess the lawfulness of rates charged,;

(B) avoiding unnecessary or unwarranted administrative
effort and expense on the part of the Postal Service; and

(C) protecting the confidentiality of commercially sen-
sitive information.

(2) REVISED REQUIREMENTS.—The Commission may, on its
own motion or on request of an interested party, initiate pro-
ceedings (to be conducted in accordance with regulations that
the Commission shall prescribe) to improve the quality, accu-
racy, or completeness of Postal Service data required by the
Cﬁ)mmission under this subsection whenever it shall appear
that—
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(A) the attribution of costs or revenues to products has
become significantly inaccurate or can be significantly im-
proved,;

(B) the quality of service data has become significantly
inaccurate or can be significantly improved; or

(C) such revisions are, in the judgment of the Commis-
sion, otherwise necessitated by the public interest.

(f) CONFIDENTIAL INFORMATION.—

(1) IN GENERAL.—If the Postal Service determines that any
document or portion of a document, or other matter, which it
provides to the Postal Regulatory Commission in a nonpublic
annex under this section or under subsection (d) contains infor-
mation which is described in section 410(c) of this title, or ex-
empt from public disclosure under section 552(b) of title 5, the
Postal Service shall, at the time of providing such matter to
the Commission, notify the Commission of its determination, in
writing, and describe with particularity the documents (or por-
tions of documents) or other matter for which confidentiality is
sought and the reasons therefor.

(2) TREATMENT.—Any information or other matter described
in paragraph (1) to which the Commission gains access under
this section shall be subject to paragraphs (2) and (3) of section
504(g) in the same way as if the Commission had received noti-
fication with respect to such matter under section 504(g)(1).

(g) OTHER REPORTS.—The Postal Service shall submit to the
Postal Regulatory Commission, together with any other submission
that the Postal Service is required to make under this section in
a year, copies of its then most recent—

(1) comprehensive statement under section 2401(e);

(2) performance plan under section 2803; and

(3) program performance reports under section 2804.

§3653. Annual determination of compliance

(a) OPPORTUNITY FOR PUBLIC COMMENT.—After receiving the re-
ports required under section 3652 for any year, the Postal Regu-
latory Commission shall promptly provide an opportunity for com-
ment on such reports by users of the mails, affected parties, and
an officer of the Commission who shall be required to represent the
interests of the general public.

(b) DETERMINATION OF COMPLIANCE OR NONCOMPLIANCE.—Not
later than 90 days after receiving the submissions required under
section 3652 with respect to a year, the Postal Regulatory Commis-
sion shall make a written determination as to—

(1) whether any rates or fees in effect during such year (for
products individually or collectively) were not in compliance
with applicable provisions of this chapter (or regulations pro-
mulgated thereunder); or

(2) whether any service standards in effect during such year
were not met.

If, with respect to a year, no instance of noncompliance is found
under this subsection to have occurred in such year, the written de-
termination shall be to that effect.

(c) WRITTEN DETERMINATION.—Each annual written determina-
tion of the Commission under this section shall include the fol-
lowing:
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(1) REQUIREMENTS.—For each group of functionally equiva-
lent agreements between the Postal Service and users of the
mail, whether such group fulfilled requirements to—

(A) cover costs attributable; and
(B) improve the net financial position of the Postal Serv-
ice.

(2) NONCOMPLIANCE.—Any group of functionally equivalent
agreements not meeting subparagraphs (A) and (B) of para-
graph (1) shall be determined to be in noncompliance under
this subsection.

(3) DEFINITION.—For purposes of this subsection, a group of
functionally equivalent agreements shall consist of 1 or more
service agreements that are functionally equivalent to each
other within the same market-dominant or competitive product,
but shall not include agreements within an experimental prod-
uct.

[(©)] (d) NONCOMPLIANCE WITH REGARD TO RATES OR SERV-
ICEs.—If, for a year, a timely written determination of noncompli-
ance is made under subsection (b), the Postal Regulatory Commis-
sion shall take appropriate action in accordance with [subsections
(c¢) and (e)] subsections (¢) and (d) of section 3662 (as if a complaint
averring such noncompliance had been duly filed and found under
such section to be justified).

[(d)] (¢) REVIEW OF PERFORMANCE GOALS.—The Postal Regu-
latory Commission shall also evaluate annually whether the Postal
Service has met the goals established under sections 2803 and
2804, and may provide recommendations to the Postal Service re-
lated to the protection or promotion of public policy objectives set
out in this title.

[(e)] (f/ REBUTTABLE PRESUMPTION.—A timely written deter-
mination described in the last sentence of subsection (b) shall, for
purposes of any proceeding under section 3662, create a rebuttable
presumption of compliance by the Postal Service (with regard to
the matters described under paragraphs (1) and (2) of subsection
(b)) during the year to which such determination relates.

* * & & * * &

SUBCHAPTER V—POSTAL SERVICES, COMPLAINTS, AND
JUDICIAL REVIEW

§ 3661. Postal services

(a) The Postal Service shall develop and promote adequate and
efficient postal services.

(b) When the Postal Service determines that there should be a
change in the nature of postal services which will generally affect
service on a nationwide or substantially nationwide basis, it shall
submit a proposal, within a reasonable time prior to the effective
date of such proposal, to the Postal Regulatory Commission re-
questing an advisory opinion on the change.

(c) The Commission shall not issue its opinion on any proposal
until an opportunity for hearing on the record under sections 556
and 557 of title 5 has been accorded to the Postal Service, users
of the mail, and an officer of the Commission who shall be required
to represent the interests of the general public. The opinion shall
be in writing and shall include a certification by each Commis-
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sioner agreeing with the opinion that in his judgment the opinion
conforms to the policies established under this title.

(d)(1) The Commission shall issue its opinion within 90 days, or
a longer period for good cause shown but in no event longer than
120 days, after the receipt of any proposal (as referred to in sub-
section (b)) concerning an identical or substantially identical pro-
posal on which the Commission has issued an opinion within the
preceding 5 years.

(2) If necessary in order to comply with the 90-day requirement
under paragraph (1), the Commission may apply expedited proce-
dures which the Commission shall by regulation prescribe.

* * * * * * *

SUBCHAPTER VII—-MODERN SERVICE STANDARDS

* * k & * * *k

§3692. Delivery-point modernization

(a) DEFINITIONS.—For purposes of this section—

(1) the term “delivery point” means a mailbox or other recep-
tacle to which mail is delivered;

(2) the term “primary mode of mail delivery” means the typ-
ical method by which the Postal Service delivers letter mail to
the delivery point of a postal patron;

(3) the term “door delivery” means a primary mode of mail
delivery whereby mail is placed into a slot or receptacle at or
near the postal patron’s door or is hand delivered to a postal
patron, but does not include centralized delivery, curbside deliv-
ery, or sidewalk delivery;

(4) the term “centralized delivery” means a primary mode of
mail delivery whereby mail receptacles of a number of delivery
points are grouped or clustered at a single location;

(5) the term “curbside delivery” means a primary mode of
mail delivery whereby a mail receptacle is situated at the edge
of a sidewalk abutting a road or curb, at a road, or at a curb,
ang can be served by a letter carrier from a motorized vehicle;
an

(6) the term “sidewalk delivery” means a primary mode of
mail delivery whereby a mail receptacle is situated at the edge
of a sidewalk and can be served by a letter carrier from the
sidewalk.

(b) PoLicy.—It shall be the policy of the Postal Service—

(1) to provide access to secure, convenient mail and package
delivery receptacles to the greatest number of postal patrons fea-
sible; and

(2) to use the most cost-effective primary mode of mail deliv-
ery feasible for postal patrons.

(¢) PHASEOUT OF DOOR DELIVERY FOR NEW ADDRESSES.—For any
new delivery point established after December 31, 2016, the Postal
Service shall provide a primary mode of mail delivery other than
door delivery, with a preference for secure, centralized delivery.

(d) BUSINESS ADDRESS CONVERSION.—

(1) IDENTIFICATION.—Not later than 1 year after the date of
the Postal Service Reform Act of 2016, each Postal Service dis-
trict office shall identify the business delivery points within its
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service area that are appropriate candidates for conversion from
door delivery to centralized delivery, curbside delivery, or side-
walk delivery.

(2) CONVERSION REQUIREMENT.—Beginning not later than
October 1, 2017, the Postal Service shall implement a program
to convert delivery points identified under paragraph (1) to cen-
tralized delivery, curbside delivery, or sidewalk delivery at a
rate sufficient to ensure that—

(A) not less than 20 percent of such delivery points are
converted by September 30, 2018;

(B) not less than 40 percent of such delivery points are
converted by September 30, 2019;

(C) not less than 60 percent of such delivery points are
converted by September 30, 2020;

(D) not less than 80 percent of such delivery points are
converted by September 30, 2021; and

(E) all such delivery points are converted by September
30, 2022.

(3) NOTIFICATION.—In carrying out conversions under para-
graph (2), the Postal Service shall provide written notice at
least 60 days in advance of the implementation date of a
change in primary mode of mail delivery to postal customers
served by an applicable delivery point.

(e) RESIDENTIAL ADDRESS CONVERSION.—

(1) IDENTIFICATION.—Not later than 1 year after the date of
the enactment of the Postal Service Reform Act of 2016, each
Postal Service district office shall identify the residential deliv-
ery points within its service area that are appropriate can-
didates for conversion from door delivery to centralized delivery,
curbside delivery, or sidewalk delivery.

(2) VOLUNTARY CONVERSION.—Not later than October 1, 2017,
the Postal Service shall commence a program to convert deliv-
ery points identified under paragraph (1) to centralized deliv-
ery, curbside delivery, or sidewalk delivery. Such program shall
operate as follows:

(A) Not later than 3 months after the identification of the
delivery points under paragraph (1), the Postal Service
shall divide such delivery points into geographically based
address units (such as street blocks or other similar reason-
ably segregable units) not to exceed 50 delivery points per
unit.

(B) Not later than 6 months after such identification, the
Postal Service shall provide written notification to postal
patrons served by each identified delivery point containing
the following:

(i) Notice that the delivery point has been proposed
for conversion to a more efficient primary mode of mail
delivery to more economically provide universal postal
service and improve service.

(it) A description of the new primary mode of deliv-
ery proposed by the Postal Service and a visual exam-
ple of such mode.

(ii1) A conversion consent form and notice that con-
zersion for residential addresses is on a voluntary

asis.
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(iv) A description of benefits of conversion to the post-
al patron, including access to secure mail and package
delivery, and benefits of conversion to the Postal Serv-
;'ce, including a smaller environmental impact for de-
ivery.

(v) A description of how the conversion process would
work, and the monetary costs (if any) to the postal pa-
tron.

(vi) Any other information the Postal Service con-
siders necessary.

(C) No delivery point may be converted under this sub-
section unless prior written consent is provided to the Post-
al Service by a postal patron served by such delivery point
who is at least 18 years old. Prior to the conversion of a
delivery point under this section, any written consent so
provided may be withdrawn by such patron or by any other
postal patron served by such delivery point who is at least
18 years old upon written notification to the Postal Service.
The Postal Service shall place on the Postal Service’s public
Web site an option to request that a consent form or con-
sent-withdrawal form be delivered to any delivery point
identified for conversion under this subsection.

(D) Upon the receipt of written consent applicable to at
least 40 percent of the delivery points within an address
u}lz,izéldescribed under subparagraph (A), the Postal Service
shall—

(i) not later than 30 days after the date that the req-
uisite percentage is reached, provide written notice to
each delivery point within such unit stating that the
conversion threshold has been reached and that—

(I) with respect to any delivery point for which
a consent for conversion was received, that the pri-
mary mode of mail delivery for such address will
be converted; and

(II) with respect to any delivery point for which
a consent for conversion was not received, that—

(aa) a postal patron served by such delivery
point may elect, by written consent, at any
time to convert the primary mode of mail de-
livery to the same form of delivery as the con-
verted delivery points in such unit; and

(bb) if such a patron provides such consent,
the primary mode of mail delivery shall be
converted not later than 30 days after the date
of such consent or, in any case where the con-
version of delivery points has not yet occurred,
upon implementation of that conversion;

(it) not later than 90 days after the date that the req-
uisite percentage is reached, but not less than 30 days
following the written notice under clause (i), convert
the delivery points for which consent was received to
the applicable new primary mode of mail delivery; and

(iii) following the conversion of an address unit, en-
sure that the primary mode of mail delivery for any
new residents to the address unit is the converted pri-
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mary mode of mail, regardless of the primary mode of
mail delivery for the previous occupant.

(f) CONSIDERATIONS.—In making a determination to convert the
primary mode of mail delivery under this section, the Postal Service
shall consider—

(1) the impact of weather conditions, physical barriers, or any
other factor that may impact the feasibility of providing a pri-
mary mode of mail delivery other than door delivery (such as
a factor that may significantly reduce the potential cost savings
ass)ociated with providing centralized delivery or curbside deliv-
ery);

(2) whether the address is in a registered historic district (as
that term is defined in section 47(c)(3)(B) of the Internal Rev-
enue Code of 1986), is listed on the National Register of His-
toric Places, is designated as a National Historic Landmark, or
is of historic value; and

(3) population density and the concentration of poverty.

(g) WAIVER FOR PHYSICAL HARDSHIP.—

(1) IN GENERAL.—The Postal Service shall establish and
maintain a waiver program under which, upon application,
door delivery may be continued, or provided, for a delivery
point identified under subsection (d)(1) or (e)(1) at no cost to the
applicant in any case in which—

(A) centralized delivery, curbside delivery, or sidewalk
delivery would, but for this paragraph, otherwise be the
primary mode of mail delivery; and

(B) door delivery is necessary in order to avoid causing
significant physical hardship or physical safety risks to a
postal patron.

(2) TREATMENT OF WAIVER.—An address receiving door deliv-
ery pursuant to a waiver under this subsection—

(A) shall be counted, for purposes of the reporting re-
quirement under subsection (j), as an address that receives
the primary mode of mail delivery which the address would
be subject to if not for the waiver; and

(B) shall, not later than 60 days after ceasing to meet the
requirements of paragraph (1), be converted to the primary
mode of mail delivery which is otherwise applicable.

(h) PROCEDURES.—In carrying out conversions under this section,
the Postal Service shall establish procedures to—

(1) solicit, consider, and respond to input from the general
public, postal patrons, State and local governments, local asso-
ciations, and property owners;

(2) calculate and make publicly accessible the cost or savings
of the conversion to the Postal Service as well as the average
conversion cost or savings to each postal patron and any cost
or savings to the State and local government; and

(3) place centralized delivery points in locations that maxi-
mize delivery efficiency, ease of use for postal patrons, and re-
spect for private property rights.

(i) VOUCHER PROGRAM.—The Postal Service shall provide for a
voucher program under which, upon application, the Postal Service
may defray all or any portion of the costs associated with conversion
from door delivery under this section which would otherwise be
borne by postal patrons.
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(j) ANNUAL REPORT.—Not later than 60 days after the end of each
of fiscal years 2017 through 2023, the Postal Service shall submit
to Congress and the Inspector General a report on the implementa-
tion of this section during the most recently completed fiscal year.
Each such report shall include—

(1) the number of residential and business addresses that—

(A) receive door delivery as of the end of the fiscal year
preceding the most recently completed fiscal year;
(B) receive door delivery as of the end of the most recently
completed fiscal year; and
(C) during the most recently completed fiscal year, were
converted from door delivery to—
(i) centralized delivery;
(it) curbside delivery; and
(iii) any other primary mode of mail delivery;

(2) the estimated cost savings from the conversions described
in paragraph (1)(C);

(3) a description of the progress made by the Postal Service
toward meeting the requirements of the phaseout under sub-
section (¢); and

(4) any other information which the Postal Service considers
appropriate.

(k) INSPECTOR GENERAL AUDIT.—The Inspector General shall
issue an annual audit report on the implementation of this section
not later than 90 days after the date on which the Postal Service
r(leleigses its annual report under subsection (j). Such report shall in-
clude—

(1) an audit of the data contained in the Postal Service’s re-
port under subsection (j); and

(2) an evaluation of the Postal Service’s implementation of the
voucher program under subsection (i).

(1) REVIEW.—Subchapters IV and V shall not apply with respect
to any action taken by the Postal Service under this section.

CHAPTER 37—NONPOSTAL SERVICES

Sec.

3701. Purpose.

3702. Definitions.

3703. Postal service program for State governments.

3704. Postal service program for other government agencies.
3705. Transparency and accountability for nonpostal services.

§3701. Purpose

The purpose of this chapter is to enable the Postal Service to in-
crease its net revenues through specific nonpostal products and serv-
ices that are expressly authorized by this chapter. Postal Service rev-
enues and expenses under this chapter shall be funded through the
Postal Service Fund.

§3702. Definitions

In this chapter—

(1) the term “nonpostal services” is limited to services offered
by the Postal Service that are expressly authorized by this chap-
ter and are not postal products or services;

(2) the term “attributable costs” has the meaning given such
term in section 3631; and
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(3) the term “year” means a fiscal year.

§3703. Postal service program for State governments

(a) IN GENERAL.—Notwithstanding any other provision of this
title, the Postal Service may establish a program to enter into agree-
ments with an agency of any State government, local government,
or tribal government to provide property and services on behalf of
such agencies for non-commercial products and services at Postal
Service facilities within the United States, but only if such property
and services—

(1) provide enhanced value to the public, such as by lowering
the cost or raising the quality of such services or by making
such services more accessible;

(2) do not interfere with or detract from the value of postal
services, including—

(A) the cost and efficiency of postal services; and

(B) unreasonably restricting access to postal retail serv-
ice, such as customer waiting time and access to parking;
and

(3) provide a reasonable contribution to the institutional costs
of the Postal Service, defined as reimbursement that covers at
least 100 percent of attributable costs of all property and serv-
ices provided under each relevant agreement in each year.

(b) PUBLIC NOTICE.—At least 90 days before offering a service
under the program, the Postal Service shall make available to the
public on its Web site—

(1) the agreement with the agency regarding such service; and

(2) a business plan that describes the specific service to be
provided, the enhanced value to the public, terms of reimburse-
ment, the estimated annual reimbursement to the Postal Serv-
ice, and the estimated percentage of attributable Postal Service
costs that will be covered by reimbursement (with documenta-
tion to support the estimates).

(¢) PuBLic COMMENT.—Before offering a service under the pro-
gram, the Postal Service shall provide for a public comment period
of at least 30 days that allows the public to post comments relating
to the provision of such services on the Postal Service Web site. The
Postal Service shall make reasonable efforts to provide written re-
sponses to the comments on such Web site at least 30 days before
offering such services.

(d) APPROVAL REQUIRED.—The Postal Service may not establish
the program under subsection (a) unless the Governors of the Postal
Service approve such program by a recorded vote that is publicly
disclosed on the Postal Service Web site with a majority of the total
Governors voting for approval.

(e) APPLICATION OF REPORTING REQUIREMENTS.—For purposes of
the reporting requirements under section 3705, the Postal Service
shall submit a separate report for each agreement with an agency
entered into under subsection (a) analyzing the costs, revenues,
rates, and quality of service for the provision of all services under
such agreement, including information demonstrating that the
agreement satisfies the requirements of paragraphs (1) through (3)
of subsection (a).
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(f) REGULATIONS REQUIRED.—The Postal Regulatory Commission
shall issue such regulations as are necessary to carry out this sec-
tion.

(g) DEFINITIONS.—For the purpose of this section—

(1) the term “local government” means a county, municipality,
city, town, township, local public authority, school district, spe-
cial district, intrastate district, council of governments, or re-
gional or interstate government entity;

(2) the term “State government” includes the government of
the District of Columbia, the Commonwealth of Puerto Rico, the
United States Virgin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, and any
other territory or possession of the United States;

(3) the term “tribal government” means the government of an
Indian tribe, as that term is defined in section 4(e) of the In-
dian Self-Determination Act (25 U.S.C. 450b(e)); and

(4) the term “United States”, when used in a geographical
sense, means the States, the District of Columbia, the Common-
wealth of Puerto Rico, the United States Virgin Islands, Guam,
American Samoa, the Commonwealth of the Northern Mariana
éslands, and any other territory or possession of the United

tates.

§3704. Postal service program for other government agencies

(a) IN GENERAL.—The Postal Service may establish a program to
provide property and services to other Government agencies within
the meaning of section 411, but only if such program provides a rea-
sonable contribution to the institutional costs of the Postal Service,
defined as reimbursement by each agency that covers at least 100
percent of the attributable costs of all property and service provided
by the Postal Service in each year to such agency.

(b) APPLICATION OF REPORTING REQUIREMENTS.—For purposes of
the reporting requirements under section 3705, the Postal Service
shall submit a separate report for each agreement with an agency
entered into under subsection (a) analyzing the costs, revenues,
rates, and quality of service for the provision of all services under
such agreement, including information demonstrating that the
agreement satisfies the requirements of subsection (a).

§3705. Transparency and accountability for nonpostal serv-
ices

(a) ANNUAL REPORT TO THE COMMISSION.—

(1) IN GENERAL.—Not later than 90 days after the last day of
each year, the Postal Service shall submit to the Postal Regu-
latory Commission a report that analyzes costs, revenues, rates,
and quality of service for each agreement for the provision of
property and services under this chapter, using such methodolo-
gies as the Commission may prescribe, and in sufficient detail
to demonstrate compliance with the requirements of this chap-
ter.

(2) SUPPORTING MATTER.—A report submitted under para-
graph (1) shall include any nonpublic annex, the working pa-
pers, and any other supporting matter of the Postal Service and
the Inspector General related to the information submitted in
such report.
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(b) CONTENT AND FORM OF REPORT.—

(1) IN GENERAL.—The Postal Regulatory Commission shall,
by regulation, prescribe the content and form of the report re-
quired under subsection (a). In prescribing such regulations, the
Commission shall give due consideration to—

(A) providing the public with timely, adequate informa-
tion to assess compliance;

(B) avoiding unnecessary or unwarranted administrative
effort and expense on the part of the Postal Service; and

(C) protecting the confidentiality of information that is
commercially sensitive or is exempt from public disclosure
under section 552(b) of title 5.

(2) REVISED REQUIREMENTS.—The Commission may, on its
own motion or on request of any interested party, initiate pro-
ceedings to improve the quality, accuracy, or completeness of
Postal Service data required by the Commission if—

(A) the attribution of costs or revenues to property or
services under this chapter has become significantly inac-
curate or can be significantly improved;

(B) the quality of service data provided to the Commis-
sion for a report under this chapter has become signifi-
cantly inaccurate or can be significantly improved; or

(C) such revisions are, in the judgment of the Commis-
sion, otherwise necessitated by the public interest.

(¢c) AUDITS.—The Inspector General shall regularly audit the data
collection systems and procedures used in collecting information
and preparing the report required under subsection (a). The results
of any such audit shall be submitted to the Postal Service and the
Postal Regulatory Commission.

(d) CONFIDENTIAL INFORMATION.—

(1) IN GENERAL.—If the Postal Service determines that any
document or portion of a document, or other matter, which it
provides to the Postal Regulatory Commission in a nonpublic
annex under this section contains information described in sec-
tion 410(c), or exempt from public disclosure under section
552(b) of title 5, the Postal Service shall, at the time of pro-
viding such matter to the Commission, notify the Commission
of its determination, in writing, and describe with particularity
the documents (or portions of documents) or other matter for
which confidentiality is sought and the reasons therefor.

(2) TREATMENT.—Any information or other matter described
in paragraph (1) to which the Commission gains access under
this section shall be subject to paragraphs (2) and (3) of section
504(g) in the same way as if the Commission had received noti-
fication with respect to such matter under section 504(g)(1).

(e) ANNUAL COMPLIANCE DETERMINATION.—

(1) OPPORTUNITY FOR PUBLIC COMMENT.—Upon receiving a
report required under subsection (a), the Postal Regulatory
Commission shall promptly—

(A) provide an opportunity for comment on such report by
any interested party; and

(B) appoint an officer of the Commission to represent the
interests of the general public.

(2) DETERMINATION OF COMPLIANCE OR NONCOMPLIANCE.—
Not later than 90 days after receiving a report required under
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subsection (a), the Postal Regulatory Commission shall make a
written determination as to whether the nonpostal activities
carried out during the applicable year were or were not in com-
pliance with the provisions of this chapter. For purposes of this
paragraph, any case in which the requirements for coverage of
attributable costs have not been met shall be considered to be
a case of noncompliance. If, with respect to a year, no instance
of noncompliance is found to have occurred, the determination
shall be to that effect. Such determination of noncompliance
shall be included with the annual compliance determination re-
quired under section 3653.

(3) NONCOMPLIANCE.—If a timely written determination of
noncompliance is made under paragraph (2), the Postal Regu-
latory Commission shall take the following appropriate action.
If the requirements for coverage of attributable costs specified
by this chapter are not met, the Commission shall, within 60
days after the determination, prescribe remedial action to re-
store compliance as soon as practicable, including the full res-
toration of revenue shortfalls during the following year. The
Commission may order the Postal Service to discontinue a non-
postal service under section 3703 that persistently fails to meet
cost coverage requirements.

(4) DELIBERATE NONCOMPLIANCE.—In the case of deliberate
noncompliance by the Postal Service with the requirements of
this chapter, the Postal Regulatory Commission may order,
based on the nature, circumstances, extent, and seriousness of
the noncompliance, a fine (in the amount specified by the Com-
mission in its order) for each incidence of such noncompliance.
All receipts from fines imposed under this subsection shall be
deposited in the general fund of the Treasury.

(f) REGULATIONS REQUIRED.—The Postal Regulatory Commission
shall issue such regulations as are necessary to carry out this sec-
tion.

Sec.

* * *k & * * *k

PART V—-TRANSPORTATION OF MAIL

* * *k & * * *k

CHAPTER 54—TRANSPORTATION OF MAIL BY AIR

5401. Authorization.

Ed S Ed * * * &

5404. Aviation security for parcels.

§5401. Authorization

(a) The Postal Service is authorized to provide for the safe and
expeditious transportation of mail by aircraft.

(b) Except as otherwise provided in section 5402 or 5404 of this
title, the Postal Service may make such rules, regulations, and or-
ders consistent with part A of subtitle VII of title 49, or any order,



166

rule, or regulation made by the Secretary of Transportation there-
under, as may be necessary for such transportation.

* * *k & * * *k

§5404. Aviation security for parcels

A parcel carried by an air carrier or foreign air carrier (as those
terms are defined in section 40102(a) of title 49) shall—

(1) use postage that has been generated by a postage evidenc-
ing system that has been validated under level 4 of the 140 se-
ries of the Federal Information Processing Standards; or

(2) be entered with in person sender verification.

* * * * * * *

SECTION 633 OF THE TREASURY AND GENERAL
GOVERNMENT APPROPRIATIONS ACT, 1999

SEC. 633. (a) INTERNATIONAL POSTAL ARRANGEMENTS.—[Omit-
ted—amends other Act]

(b) SENSE OF CONGRESS.—I t is the sense of Congress that any
treaty, convention or amendment entered into under the authority
of section 407 of title 39 of the United States Code, as amended by
this section, should not grant any undue or unreasonable pref-
erence to the Postal Service, a private provider of postal services,
or any other person.

(¢) TRADE-IN-SERVICE PROGRAMS.—[Omitted—amends other Act]

[(d) TRANSFER OF FUNDS.—In fiscal year 1999 and each fiscal
year hereafter, the Postal Service shall allocate to the Department
of State from any funds available to the Postal Service such sums
as may be reasonable, documented and auditable for the Depart-
ment of State to carry out the activities of Section 407 of title 39
of the United States Code.]

INSPECTOR GENERAL ACT OF 1978

* * * * * * *

REQUIREMENTS FOR FEDERAL ENTITIES AND DESIGNATED FEDERAL
ENTITIES

SEC. 8G. (a) Notwithstanding section 12 of this Act, as used in
this section—

(1) the term “Federal entity” means any Government cor-
poration (within the meaning of section 103(1) of title 5, United
States Code), any Government controlled corporation (within
the meaning of section 103(2) of such title), or any other entity
in the Executive branch of the Government, or any inde-
pendent regulatory agency, but does not include—

(A) an establishment (as defined under section 12(2) of
this Act) or part of an establishment;

(B) a designated Federal entity (as defined under para-
graph (2) of this subsection) or part of a designated Fed-
eral entity;

(C) the Executive Office of the President;

(D) the Central Intelligence Agency;
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(E) the General Accounting Office; or

(F) any entity in the judicial or legislative branches of
the Government, including the Administrative Office of the
United States Courts and the Architect of the Capitol and
any activities under the direction of the Architect of the
Capitol;

(2) the term “designated Federal entity” means Amtrak, the
Appalachian Regional Commission, the Board of Governors of
the Federal Reserve System and the Bureau of Consumer Fi-
nancial Protection, the Board for International Broadcasting,
the Committee for Purchase From People Who Are Blind or Se-
verely Disabled, the Commodity Futures Trading Commission,
the Consumer Product Safety Commission, the Corporation for
Public Broadcasting, the Defense Intelligence Agency, the
Equal Employment Opportunity Commission, the Farm Credit
Administration, the Federal Communications Commission, the
Federal Deposit Insurance Corporation, the Federal Election
Commission, the Election Assistance Commission, the Federal
Housing Finance Board, the Federal Labor Relations Author-
ity, the Federal Maritime Commission, the Federal Trade Com-
mission, the Legal Services Corporation, the National Archives
and Records Administration, the National Credit Union Ad-
ministration, the National Endowment for the Arts, the Na-
tional Endowment for the Humanities, the National
Geospatial-Intelligence Agency, the National Labor Relations
Board, the National Science Foundation, the Panama Canal
Commission, the Peace Corps, the Pension Benefit Guaranty
Corporation, the Securities and Exchange Commission, the
Smithsonian Institution, [the United States International
Trade Commission, the Postal Regulatory Commission, and the
United States Postal Servicel and the United States Inter-
national Trade Commission;

(3) the term “head of the Federal entity” means any person
or persons designated by statute as the head of a Federal enti-
ty, and if no such designation exists, the chief policymaking of-
ficer or board of a Federal entity as identified in the list pub-
lished pursuant to [subsection (h)(1)] subsection (g)(1) of this
section;

(4) the term “head of the designated Federal entity” means
the board or commission of the designated Federal entity, or in
the event the designated Federal entity does not have a board
or commission, any person or persons designated by statute as
the head of a designated Federal entity and if no such designa-
tion exists, the chief policymaking officer or board of a des-
ignated Federal entity as identified in the list published pursu-
ant to [subsection (h)(1)] subsection (g)(1) of this section, ex-
cept that—

(A) with respect to the National Science Foundation,
such term means the National Science Board;

[(B) with respect to the United States Postal Service,
such term means the Governors (within the meaning of
section 102(3) of title 39, United States Code);]

[(C)] (B) with respect to the Federal Labor Relations
Authority, such term means the members of the Authority
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(élegcgibed under section 7104 of title 5, United States
ode);

[(D)] (C) with respect to the Committee for Purchase
From People Who Are Blind or Severely Disabled, such
term means the Chairman of the Committee for Purchase
From People Who Are Blind or Severely Disabled;

[(E)] (D) with respect to the National Archives and
Records Administration, such term means the Archivist of
the United States;

[(F)] (E) with respect to the National Credit Union Ad-
ministration, such term means the National Credit Union
Administration Board (described under section 102 of the
Federal Credit Union Act (12 U.S.C. 1752a);

[(G)] (F) with respect to the National Endowment of the
Arts, such term means the National Council on the Arts;

[(H)] (G) with respect to the National Endowment for
the Humanities, such term means the National Council on
the Humanities; and

[(D] (H) with respect to the Peace Corps, such term
means the Director of the Peace Corps;

(5) the term “Office of Inspector General” means an Office of
Inspector General of a designated Federal entity; and

(6) the term “Inspector General” means an Inspector General
of a designated Federal entity.

(b) No later than 180 days after the date of the enactment of this
section, there shall be established and maintained in each des-
ignated Federal entity an Office of Inspector General. The head of
the designated Federal entity shall transfer to such office the of-
fices, units, or other components, and the functions, powers, or du-
ties thereof, that such head determines are properly related to the
functions of the Office of Inspector General and would, if so trans-
ferred, further the purposes of this section. There shall not be
transferred to such office any program operating responsibilities.

(c) [Except as provided under subsection (f) of this section, the]l
The Inspector General shall be appointed by the head of the des-
ignated Federal entity in accordance with the applicable laws and
regulations governing appointments within the designated Federal
entity. Each Inspector General shall be appointed without regard
to political affiliation and solely on the basis of integrity and dem-
onstrated ability in accounting, auditing, financial analysis, law,
management analysis, public administration, or investigations. For
purposes of implementing this section, the Chairman of the Board
of Governors of the Federal Reserve System shall appoint the In-
spector General of the Board of Governors of the Federal Reserve
System and the Bureau of Consumer Financial Protection. The In-
spector General of the Board of Governors of the Federal Reserve
System and the Bureau of Consumer Financial Protection shall
have all of the authorities and responsibilities provided by this Act
with respect to the Bureau of Consumer Financial Protection, as if
the Bureau were part of the Board of Governors of the Federal Re-
serve System.

(d)(1) Each Inspector General shall report to and be under the
general supervision of the head of the designated Federal entity,
but shall not report to, or be subject to supervision by, any other
officer or employee of such designated Federal entity. Except as
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provided in paragraph (2), the head of the designated Federal enti-
ty shall not prevent or prohibit the Inspector General from initi-
ating, carrying out, or completing any audit or investigation, or
from issuing any subpena during the course of any audit or inves-
tigation.

(2)(A) The Secretary of Defense, in consultation with the Director
of National Intelligence, may prohibit the inspector general of an
element of the intelligence community specified in subparagraph
(D) from initiating, carrying out, or completing any audit or inves-
tigation if the Secretary determines that the prohibition is nec-
essary to protect vital national security interests of the United
States.

(B) If the Secretary exercises the authority under subparagraph
(A), the Secretary shall submit to the committees of Congress speci-
fied in subparagraph (E) an appropriately classified statement of
the reasons for the exercise of such authority not later than 7 days
after the exercise of such authority.

(C) At the same time the Secretary submits under subparagraph
(B) a statement on the exercise of the authority in subparagraph
(A) to the committees of Congress specified in subparagraph (E),
the Secretary shall notify the inspector general of such element of
the submittal of such statement and, to the extent consistent with
the protection of intelligence sources and methods, provide such in-
spector general with a copy of such statement. Such inspector gen-
eral may submit to such committees of Congress any comments on
a notice or statement received by the inspector general under this
subparagraph that the inspector general considers appropriate.

(D) The elements of the intelligence community specified in this
subparagraph are as follows:

(i) The Defense Intelligence Agency.

(i1) The National Geospatial-Intelligence Agency.
(ii1) The National Reconnaissance Office.

(iv) The National Security Agency.

(E) The committees of Congress specified in this subparagraph
are—

(i) the Committee on Armed Services and the Select Com-
mittee on Intelligence of the Senate; and

(i) the Committee on Armed Services and the Permanent Se-
lect Committee on Intelligence of the House of Representatives.

(e)(1) In the case of a designated Federal entity for which a
board, chairman of a committee, or commission is the head of the
designated Federal entity, a removal under this subsection may
only be made upon the written concurrence of a %3 majority of the
board, committee, or commission.”.

(2) If an Inspector General is removed from office or is trans-
ferred to another position or location within a designated Federal
entity, the head of the designated Federal entity shall communicate
in writing the reasons for any such removal or transfer to both
Houses of Congress, not later than 30 days before the removal or
transfer. Nothing in this subsection shall prohibit a personnel ac-
tion otherwise authorized by law, other than transfer or removal.

[(f)(1) For purposes of carrying out subsection (¢) with respect to
the United States Postal Service, the appointment provisions of
section 202(e) of title 39, United States Code, shall be applied.
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[(2) In carrying out the duties and responsibilities specified in
this Act, the Inspector General of the United States Postal Service
(hereinafter in this subsection referred to as the “Inspector Gen-
eral”) shall have oversight responsibility for all activities of the
Postal Inspection Service, including any internal investigation per-
formed by the Postal Inspection Service. The Chief Postal Inspector
shall promptly report the significant activities being carried out by
the Postal Inspection Service to such Inspector General.

[(3)(A)(i) Notwithstanding subsection (d), the Inspector General
shall be under the authority, direction, and control of the Gov-
ernors with respect to audits or investigations, or the issuance of
subpoenas, which require access to sensitive information con-
cerning—

[(I) ongoing civil or criminal investigations or proceedings;

[(IT) undercover operations;

[(IIT) the identity of confidential sources, including protected
witnesses;

[(IV) intelligence or counterintelligence matters; or

[(V) other matters the disclosure of which would constitute
a serious threat to national security.

[(i1)) With respect to the information described under clause (i),
the Governors may prohibit the Inspector General from carrying
out or completing any audit or investigation, or from issuing any
subpoena, after such Inspector General has decided to initiate,
carry out, or complete such audit or investigation or to issue such
subpoena, if the Governors determine that such prohibition is nec-
essary to prevent the disclosure of any information described under
clause (i) or to prevent the significant impairment to the national
interests of the United States.

[(ii) If the Governors exercise any power under clause (i) or (ii),
the Governors shall notify the Inspector General in writing stating
the reasons for such exercise. Within 30 days after receipt of any
such notice, the Inspector General shall transmit a copy of such no-
tice to the Committee on Governmental Affairs of the Senate and
the Committee on Government Reform and Oversight of the House
of Representatives, and to other appropriate committees or sub-
committees of the Congress.

[(B) In carrying out the duties and responsibilities specified in
this Act, the Inspector General—

[(i) may initiate, conduct and supervise such audits and in-
vestigations in the United States Postal Service as the Inspec-
tor General considers appropriate; and

[(ii) shall give particular regard to the activities of the Post-
al Inspection Service with a view toward avoiding duplication
and insuring effective coordination and cooperation.

[(C) Any report required to be transmitted by the Governors to
the appropriate committees or subcommittees of the Congress
under section 5(d) shall also be transmitted, within the seven-day
period specified under such section, to the Committee on Govern-
mental Affairs of the Senate and the Committee on Government
Reform and Oversight of the House of Representatives.

[(4) Nothing in this Act shall restrict, eliminate, or otherwise ad-
versely affect any of the rights, privileges, or benefits of either em-
ployees of the United States Postal Service, or labor organizations
representing employees of the United States Postal Service, under
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chapter 12 of title 39, United States Code, the National Labor Rela-
tions Act, any handbook or manual affecting employee labor rela-
tions with the United States Postal Service, or any collective bar-
gaining agreement.

[(5) As used in this subsection, the term “Governors” has the
meaning given such term by section 102(3) of title 39, United
States Code.

[(6) There are authorized to be appropriated, out of the Post-
al Service Fund, such sums as may be necessary for the Office
of Inspector General of the United States Postal Service.l

[(@] (H(1) Sections 4, 5, 6 (other than subsections (a)(7) and
(a)(8) thereof), and 7 of this Act shall apply to each Inspector Gen-
eral and Office of Inspector General of a designated Federal entity
and such sections shall be applied to each designated Federal enti-
ty and head of the designated Federal entity (as defined under sub-
section (a)) by substituting—

(A) “designated Federal entity” for “establishment”; and

(B) “head of the designated Federal entity” for “head of the
establishment”.

(2) In addition to the other authorities specified in this Act, an
Inspector General is authorized to select, appoint, and employ such
officers and employees as may be necessary for carrying out the
functions, powers, and duties of the Office of Inspector General and
to obtain the temporary or intermittent services of experts or con-
sultants or an organization thereof, subject to the applicable laws
and regulations that govern such selections, appointments, and em-
ployment, and the obtaining of such services, within the designated
Federal entity.

(3) Notwithstanding the last sentence of subsection (d) of this
section, the provisions of subsection (a) of section 8C (other than
the provisions of subparagraphs (A), (B), (C), and (E) of subsection
(a)(1)) shall apply to the Inspector General of the Board of Gov-
ernors of the Federal Reserve System and the Bureau of Consumer
Financial Protection and the Chairman of the Board of Governors
of the Federal Reserve System in the same manner as such provi-
sions apply to the Inspector General of the Department of the
Treasury and the Secretary of the Treasury, respectively.

(4) Each Inspector General shall—

(A) in accordance with applicable laws and regulations gov-
erning appointments within the designated Federal entity, ap-
point a Counsel to the Inspector General who shall report to
the Inspector General,

(B) obtain the services of a counsel appointed by and directly
reporting to another Inspector General on a reimbursable
basis; or

(C) obtain the services of appropriate staff of the Council of
the Inspectors General on Integrity and Efficiency on a reim-
bursable basis.

[(h)] (g)(1) No later than April 30, 1989, and annually there-
after, the Director of the Office of Management and Budget, after
consultation with the Comptroller General of the United States,
shall publish in the Federal Register a list of the Federal entities
and designated Federal entities and if the designated Federal enti-
ty is not a board or commission, include the head of each such enti-
ty (as defined under subsection (a) of this section).
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(2) Beginning on October 31, 1989, and on October 31 of each
succeeding calendar year, the head of each Federal entity (as de-
fined under subsection (a) of this section) shall prepare and trans-
mit to the Director of the Office of Management and Budget and
to each House of the Congress a report which—

(A) states whether there has been established in the Federal
entity an office that meets the requirements of this section;

(B) specifies the actions taken by the Federal entity other-
wise to ensure that audits are conducted of its programs and
operations in accordance with the standards for audit of gov-
ernmental organizations, programs, activities, and functions
issued by the Comptroller General of the United States, and
includes a list of each audit report completed by a Federal or
non-Federal auditor during the reporting period and a sum-
mary of any particularly significant findings; and

(C) summarizes any matters relating to the personnel, pro-
grams, and operations of the Federal entity referred to prose-
cutive authorities, including a summary description of any pre-
liminary investigation conducted by or at the request of the
Federal entity concerning these matters, and the prosecutions
and convictions which have resulted.

* * * * * * *

RULE OF CONSTRUCTION OF SPECIAL PROVISIONS

SEcC. 8J. [The special provisions under section 8, 8A, 8B, 8C, 8D,
8E or 8F of this Act] The special provisions under section 8, 8A,
8B, 8C, 8D, 8E, 8F, 8H, 8I, or 8M of this Act relate only to the es-
tablishment named in such section and no inference shall be drawn
from the presence or absence of a provision in any such section
with respect to an establishment not named in such section or with
r%f(pect to a designated Federal entity as defined under section
8G(a).

* * *k & * * *k

SEC. 8M. SPECIAL PROVISIONS CONCERNING THE UNITED STATES
.IS)IOOSJ\TI’AL SERVICE AND POSTAL REGULATORY COMMIS-

(a) OFFICE OF INSPECTOR GENERAL OF THE PoSTAL COoMMU-
NITY.—The Inspector General for the United States Postal Service
and the Postal Regulatory Commission shall be referred to as the
“Inspector General of the Postal Community”.

(b) RESPONSIBILITIES.—In carrying out the duties and responsibil-
ities specified in this Act, the Inspector General of the Postal Com-
munity shall have equal responsibility over the United States Postal
Service and the Postal Regulatory Commission.

(¢) APPLICABLE HEAD OF THE ESTABLISHMENT.—For purposes of
the applicability of this Act to the Inspector General of the Postal
Community—

(1) the “head of the establishment” shall mean the Postmaster
General of the United States for activities by the Office related
to the United States Postal Service; and

(2) the “head of the establishment” shall mean the Chairman
of the Postal Regulatory Commission for activities by the Office
related to the Postal Regulatory Commission.
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(d) APPLICABILITY OF ESTABLISHMENT FOR REPORTS.—In carrying
out the duties and responsibilities under section 5—

(1) the term “establishment” shall include as separate estab-
lishments—

(A) the United States Postal Service; and
(B) the Postal Regulatory Commission; and

(2) the Inspector General of the Postal Community shall pre-
pare separate semiannual reports for the United States Postal
Service and the Postal Regulatory Commission.

(e) OFFICE SPACE.—In carrying out the duties and responsibilities
under section 6(c), the heads of the establishments for the United
States Postal Service and the Postal Regulatory Commission shall
work jointly with one another and in consultation with the Inspector
General of the Postal Community to ensure adequate and appro-
priate provision to the Office of the Inspector General of the Postal
Community under section 6(c).

(f) BUDGET.—In carrying out the duties and responsibilities under
section 6(f)—

(1) the “head of the establishment” shall mean the Postmaster
General of the United States; and

(2) designation of the Postmaster General of the United States
as “head of the establishment” under this subsection shall not
be construed as granting any authorities to the Postmaster Gen-
eral of the United States with regard to the Postal Regulatory
Commission.

(g) GENERAL DUTIES AND RESPONSIBILITIES.—In carrying out the
duties and responsibilities specified in this Act—

(1) the Inspector General of the Postal Community shall have
oversight responsibility for all activities of the Postal Inspection
Service, including any internal investigation performed by the
Postal Inspection Service;

(2) the Inspector General of the Postal Community shall give
particular regard to the activities of the Postal Inspection Serv-
ice with a view toward avoiding duplication and insuring effec-
tive coordination and cooperation; and

(3) the Chief Postal Inspector shall promptly report the sig-
nificant activities being carried out by the Postal Inspection
Service to the Inspector General of the Postal Community.

(h) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated, out of the Postal Service Fund, such sums as may
be necessary for the Office of Inspector General of the Postal Com-
munity.

%k % * %k %k %k *

DEFINITIONS

SEC. 12. As used in this Act—

(1) the term “head of the establishment” means the Sec-
retary of Agriculture, Commerce, Defense, Education, Energy,
Health and Human Services, Housing and Urban Develop-
ment, the Interior, Labor, State, Transportation, Homeland Se-
curity, or the Treasury; the Attorney General; the Adminis-
trator of the Agency for International Development, Environ-
mental Protection, General Services, National Aeronautics and
Space, or Small Business, or Veterans’ Affairs; the Director of
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the Federal Emergency Management Agency, or the Office of
Personnel Management; the Chairman of the Nuclear Regu-
latory Commission or the Railroad Retirement Board; the
Chairperson of the Thrift Depositor Protection Oversight
Board; the Chief Executive Officer of the Corporation for Na-
tional and Community Service; the Administrator of the Com-
munity Development Financial Institutions Fund; the chief ex-
ecutive officer of the Resolution Trust Corporation; the Chair-
person of the Federal Deposit Insurance Corporation; the Com-
missioner of Social Security, Social Security Administration;
the Director of the Federal Housing Finance Agency; the Board
of Directors of the Tennessee Valley Authority; the President
of the Export-Import Bank; the Postmaster General of the
United States; the Chairman of the Postal Regulatory Commis-
sion; the Federal Cochairpersons of the Commissions estab-
lished under section 15301 of title 40, United States Code; the
Director of the National Security Agency;or the Director of the
National Reconnaissance Office; as the case may be;

(2) the term “establishment” means the Department of Agri-
culture, Commerce, Defense, Education, Energy, Health and
Human Services, Housing and Urban Development, the Inte-
rior, Justice, Labor, State, Transportation, Homeland Security,
or the Treasury; the Agency for International Development, the
Community Development Financial Institutions Fund, the En-
vironmental Protection Agency, the Federal Emergency Man-
agement Agency, the General Services Administration, the Na-
tional Aeronautics and Space Administration, the Nuclear Reg-
ulatory Commission, the Office of Personnel Management, the
Railroad Retirement Board, the Resolution Trust Corporation,
the Federal Deposit Insurance Corporation, the Small Business
Administration, the Corporation for National and Community
Service, or the Veterans’ Administration, the Social Security
Administration, the Federal Housing Finance Agency, the Ten-
nessee Valley Authority, the Export-Import Bank, the United
States Postal Service, the Postal Regulatory Commission, the
Commissions established under section 15301 of title 40,
United States Code, the National Security Agency,or the Na-
tional Reconnaissance Office, as the case may be;

(3) the term “Inspector General” means the Inspector Gen-
eral of an establishment,;

(4) the term “Office” means the Office of Inspector General
of an establishment; and

(5) the term “Federal agency” means an agency as defined in
section 552(f) of title 5 (including an establishment as defined
in paragraph (2)), United States Code, but shall not be con-
strued to include the General Accounting Office.

* * *k & * * *k

TITLE 41, UNITED STATES CODE

* * * * * * *
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SUBTITLE ITII—CONTRACT DISPUTES

* * * & * * *

CHAPTER 71—CONTRACT DISPUTES

§7101. Definitions

In this chapter:

(1) ADMINISTRATOR.—The term “Administrator” means the
Administrator for Federal Procurement Policy appointed pur-
suant to section 1102 of this title.

(2) AGENCY BOARD OR AGENCY BOARD OF CONTRACT AP-
PEALS.—The term “agency board” or “agency board of contract
appeals” means—

(A) the Armed Services Board;

(B) the Civilian Board,;

(C) the board of contract appeals of the Tennessee Valley
Authority; or

(D) the Postal Service Board established under section
7105(d)(1) of this title.

(3) AGENCY HEAD.—The term “agency head” means the head
and any assistant head of an executive agency. The term may
include the chief official of a principal division of an executive
agency if the head of the executive agency so designates that
chief official.

(4) ARMED SERVICES BOARD.—The term “Armed Services
Board” means the Armed Services Board of Contract Appeals
established under section 7105(a)(1) of this title.

(5) CiviLIAN BOARD.—The term “Civilian Board” means the
Civilian Board of Contract Appeals established under section
7105(b)(1) of this title.

(6) CONTRACTING OFFICER.—The term “contracting officer”—

(A) means an individual who, by appointment in accord-
ance with applicable regulations, has the authority to
make and administer contracts and to make determina-
tions and findings with respect to contracts; and

(B) includes an authorized representative of the con-
tracting officer, acting within the limits of the representa-
tive’s authority.

(7) CONTRACTOR.—The term “contractor” means a party to a
Federal Government contract other than the Federal Govern-
ment.

(8) EXECUTIVE AGENCY.—The term “executive agency”
means—

(1A) an executive department as defined in section 101 of
title 5;

(B) a military department as defined in section 102 of
title 5;

(C) an independent establishment as defined in section
104 of title 5, except that the term does not include the
Government Accountability Office; [and]

(D) a wholly owned Government corporation as defined
in section 9101(3) of title 31[.1; and

(E) the United States Postal Service and the Postal Regu-
latory Commission.
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(9) MISREPRESENTATION OF FACT.—The term “misrepresenta-
tion of fact” means a false statement of substantive fact, or
conduct that leads to a belief of a substantive fact material to
proper understanding of the matter in hand, made with intent
to deceive or mislead.

* * * * * * *
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